The Conference Board Pie MARE tony 


BUSINESS 
RECORD 


OCTOBER, 1959 ° Vol. XVI ° No. 10 


The Turbulent Third Quarter 
Homebuilding Trend 
Gain in Metalworking Appropriations 
Agricultural Export Picture 
Inflationary Aspects of Federal Debt 


Organization for Legal Work 


NATIONAL INDUSTRIAL CONFERENCE BOARD, INC. 


In the October Record 


Business Highlights: The Turbulent Third 
Quarter 


The steel strike and tight money have created a 
statistical turbulence in business sectors in recent 
months. At the start of the fourth quarter, steel 
inventories in consuming industries had been re- 
duced to about the lowest level of the postwar years 
as a result of the longest steel strike in history. The 
industrial production index continued to decline, and 
the combination of steel and money shortages pre- 
cipitated a significant drop in stock prices. For a 
look at how these developments may have retarded 
the 1959 expansion, see....ceeeeee+ page 453 


Inflationary Impact of Changes in Federal 
Debt 


Changes in composition of ownership and the ma- 
turity structure of the federal debt affect its infla- 
tionary impact on the general economy. In examin- 
ing these factors for the two thirteen-month recovery 
periods following the recession troughs of August, 
1954, and April, 1958, the author finds that changes 
in ownership fended to reinforce the expansionary 
impact of debt increases in the early stages of both 
recovery periods and lessen their impact in later 
stages. He also finds that the inflationary potential 
of the maturity structure is greater in 1959 than in 
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““An End to World Inflation” 


Per Jacobsson, managing director of the Interna- 
tional Monetary Fund, comments on the fiscal policies 
of nations and the world monetary situation 

page 461 


Monthly Survey of Business Opinion and 
Experience 


Organization for Legal Work—This month's survey 
considers provisions for legal work in 286 American 
and Canadian manufacturing firms. Company em- 
ployment of inside and/or outside counsel,- the 
advantages and disadvantages involved in the pre- 


dominant use of one or the other, and the coordina- 
tion of internal and external attorneys when both 
are retained are some of the questions discussed. 
Attention is given to criteria used in the selection 
of outside counsel.................-page 463 


Residential Building: A Trend in Trouble? 


After a pronounced rise in 1958, the rate of housing 
starts has begun to ease gradually in recent months. 
Underlying the slow decline is increasingly tight 
money. For a portrait of factors influencing the 
homebuilding rate, and the role of government 
agencies in the housing market, see.....page 469 


Metalworking Appropriations Gain 
Momentum 


This latest report notes the return of confidence to 
the metalworking industries after last year's set- 
backs and cites particularly the second-quarter- 
1959 surge of investment authorizations in the 
transportation equipment industries. On the whole, 
metalworking appropriations in the first half of 
1959 increased at an accelerated pace and in 
greater number than they did in the same period 
last year. This study, the fifth in a continuing series 
of quarterly reports sponsored by Iron Age, pre- 
sents a more detailed analysis than is possible in the 
Board's quarterly survey of capital appropriations 
of the 1,000 largest manufacturing companies 

page 472 


Agricultural Exports in Perspective 


A $290-million decline in cotton exports was mainly 
responsible for the downturn in total exports of 
farm products in the first seven months of 1959. 
Total agricultural exports during this period fell 7% 
below their level in the comparable months of 1958. 
Agricultural imports, in contrast, were running 5% 
above the parallel period last year. For an analysis 
of the two periods, the role of government pro- 
grams, and the long-term trend in agricultural trade, 
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THE TURBULENT THIRD QUARTER 


The steel strike and tight money have shaken the statistics. Have they reshaped the trend? 


S BUSINESS moved into the fourth quarter of the 

A year, the pace of activity was being perceptibly 

slowed by a combination of shortages. At the 

end of September, inventories of steel in the hands of 

consuming industries had been reduced to about the 

lowest level of the postwar years as a result of the 
longest steel strike in history. 

It was not only the hard-goods sector that was faced 
with a shortage. Measured in terms of the level of in- 
terest rates, money itself was in shorter supply than at 
any time in more than a quarter of a century. The com- 
bination of shortages had, at least temporarily, sapped 
much of the strength of the 1959 boom, and precipitated 
enough uncertainty to carve fifty points off the Dow- 
Jones industrials. 

Stock prices themselves were far from being the only 
statistical casualties of the summer of 1959. By Septem- 
ber, operating rates in steel-consuming industries had 
turned distinctly downward. The industrial production 
index, which had fallen two points in July and four 
points in August, fell about another four points in 
September, putting it back about where it was at the 
beginning of the year. In the late weeks of September, 
reports of closings in steel-consuming plants were in- 
creasing rapidly. Even the automobile industry (whose 
consumption of steel had declined sharply for reasons of 
model change-over at just the time when the steel in- 
dustry went out) could see the end of its steel supplies 
in sight. 


Steel for the Pipeline 


Refilling the pipelines of processed steel throughout 
the durable goods sector will doubtless take several 


weeks, even granting the demonstrated ability of steel 
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companies to get back into a 90% operating range in 
short order. It now seems impossible for total industrial 
activity to return to its prestrike peak before December. 
(In both the 1952 and 1956 strikes, production was back 
to prestrike levels by August.) 

In August, nonagricultural employment fell by over 
500,000 (after seasonal adjustment), mainly as a result 
of the steel strike and model change-overs in the auto- 
mobile industry. A further decline of smaller but never- 
theless significant dimensions apparently occurred in 
September. 

For much the same reason, personal income declined 
in August to about the average level prevailing in the 
second quarter. Assuming a slight further decline in 
September, the annual rate of personal income in the 
third quarter has not been significantly different from 
the second quarter, a fact which suggests that total 
national product in the third quarter should no longer 
be expected to have been above the second quarter. 
The rate of corporate earnings, which had risen sharply 
in the second quarter to perhaps a $52-billion annual 
rate, doubtless declined (more than seasonally) in the 
third quarter. 


A Boomlet To Come? 


The effect of the steel strike has thus been to retard 
the production of finished goods virtually throughout 
the durable goods sector—and, therefore, in the first 
instance, to defer demand out of the third quarter into 
later quarters. Past experience with steel strikes sug- 
gests that the unsatisfied demand is not “lost forever,” 
but is rather promptly recouped in an ensuing boomlet. 
There is little in the steel situation itself to suggest that 
the industry cannot handle such a recoupment very 
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efficiently later this year and in the first half of 1960. 

The prospective boomlet would doubtless be asso- 
ciated, however, with a high level of net new demands 
for funds to finance rising inventories and capital out- 
lays—on top of substantial seasonal needs of the Federal 
Government and very high (if perhaps slightly de- 
clining) rates of debt formation in the personal sector. 
It is in connection with the supply of funds that the 
present poststrike situation seems to depart from the 
historical parallels. Business is emerging into a pro- 
spective demand for funds swollen by seasonal and 
cyclical factors (as well as by the inventory situation 
induced by the steel strike) at a time when the supply 
of funds is extraordinarily tight. 

Within the complex machinery of the money market, 
the steel strike and the general tightness of funds have 
certain interconnections. The large steel companies, for 
example, are normally buyers of short-term securities in 
the last half of the year. This year, owing to the sudden 
cessation of their regular cash inflow, they have been 
net sellers of such securities. 

At the same time, the rapid conversion of steel in- 
ventories into cash during the third quarter does not 
appear to have resulted in any substantial repayment of 
bank loans. While loans of weekly reporting member 
banks to the metal and metal products industry rose 
by almost $1 billion in the first half of 1959, liquidation 
of such loans in the third quarter seems to have totaled 
less than $100 million. Almost throughout the period 
of the steel strike the total volume of business loans 
outstanding has been rising at a record rate. While the 
end of the strike should help to unravel some of the 


present tightness in the money market, it should hardly © 


be expected to free any considerable amount of funds. 


Improved Corporate Liquidity 


Another aspect of the money supply in late 1959 that 
may be of more important dimension is the improved 
level of corporate liquidity at the time the strike began. 
It is probable that liquidity, at least outside the metal- 
working area, will stay at high levels in the last half. 
_ Internal and external sources of funds provided cor- 
porations in the first half of 1959 with a record inflow 
amounting to approximately $25 billion. This compares 
with about $5 billion in the recession-ridden first half 
of 1958 and with about $14 billion in the first half of 
1957. Internal sources (retained earnings and deprecia- 
tion) accounted for about $15.5 billion of the total. 
External short-term sources (short-term bank loans, 
extension of payables, and net change in federal income- 
tax liabilities) totaled about $5.5 billion; external long- 
term sources (net new issues of stock and bonds), about 
$4 billion. 


Of these additions, one of the more striking is the be- 
havior of federal income-tax liabilities. As a result of the 
rapid recovery of profits in early 1959, tax accruals ex- 
ceeded payments, by about half a billion. In 1958, tax 
liabilities constituted a $7-billion drain of funds. Thus, 
despite an accumulation of inventories in the corporate 
sector of more than $4 billion in the first half of 1959, 
liquid assets of corporations actually rose slightly, 
whereas they had fallen $5 billion and $4 billion in the 
first halves of the two preceding years. 

The liquidity of the corporate sector as measured by 
the relationship of cash and U. S. governments to cur- 
rent liabilities was slightly higher at mid-1959 than at 
either mid-1957 or mid-1958, despite the rapid rate of 
additions to inventories. 

Going into the fourth quarter, the corporate sector, 
taken as an aggregate, is thus perhaps more liquid 
than the banking system. This is a useful cushion, par- 
ticularly since a large part of the foreseeable rise in re- 
quirements for funds in the next few quarters will be in 
the corporate sector. Liquidity in the corporate sector 
however, has doubtless a skewed distribution, with larger 
companies generally more liquid than smaller companies. 
The SEC-FTC reports for manufacturing corporations 
make it abundantly clear that this is true within manu- 
facturing; the largest corporations have about three 
times as much liquid assets per dollar of current lia- 
bilities as the smallest companies. And it is a reasonable 
assumption for nonmanufacturing industries. 


The Market Looks at the News 


Within the business sector as a whole, therefore, the 
boomlet expected to follow upon the end of the steel 
strike could generate considerable short-term demand 
for bank loans, and in the circumstances still tighter 
markets and higher interest rates. What upset the mar- 
ketin September was not simply the technical consequence 
of rising bond yields, but the emerging possibility that 
recovery following the end of the steel strike would: be 


dampened, if not fully eliminated, by the withdrawal of 


marginal business borrowers and a reduction in general 
activity and earnings—in other words, a rapid approach 
to recession. This thinking was notably demonstrated 
in the stock prices of building material companies, 
which operate in an industry notoriously sensitive to 
changes in the supply of funds (see charts and text 
starting on page 455). 

This much said, it may be worth taking another look 
at some of those aspects of the business situation that 
still suggest high and rising levels of real demand avail- 
able to business if the required funds are forthcoming. 
The Commerce Department release, in mid-September, 
of its regular quarterly survey of anticipated outlays 
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for plant and equipment points to a total volume in 
_ 1959 of about $33.3 billion—or about $1.8 billion more 
than business expected to spend in February when the 
first sample of plans for all of 1959 was taken. The up- 
ward revision in the course of six months of rising busi- 
ness is hardly surprising, nor is it of dramatic di- 
mensions. But it is somewhat more impressive than the 
figures look, for two reasons. First, upward revisions 
accompanying rising business conditions are often 
traceable in some measure to rising prices of capital 
goods themselves; in the present instance, prices of 
capital equipment have been substantially stable. The 
revision thus represents not a revised estimate of prices, 
but an increase in the anticipated physical volume of 
outlays. Secondly, the latest survey was taken in the 
midst of a steel strike, a fact that may have had a 
significant unsettling influence on spending plans. 


Rise in Plant and Equipment Outlays 


The current rate of corporate earnings (excluding the 
impact of the steel strike) likewise suggests a rising 
level of plant and equipment outlays into 1960; many 
analysts would argue that the rise is destined to last 
throughout 1960. For the second quarter of 1959, the 
incomplete data on corporate earnings now available 
indicate a before-tax profit figure of about $52 billion. A 
return to this rate in the fourth quarter, following a 
‘third-quarter interruption, seems altogether likely. 
These figures in turn suggest a rate of undistributed 
earnings in the neighborhood of $14 billion—higher 
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than at any time since 1950. While absolute dollar 
figures on the earnings of corporations are useless for 
many purposes,! they are a useful guide to the probable 
trend of absolute dollar outlays for plant and equipment. 

Similarly, the prospective demand for inventory in 
late 1959 and early 1960 remains considerable. Alto- 
gether apart from the recoupment of steel inventories 
which inevitably lies ahead, inventories remain in a 
conservative relationship to sales volume. 

Expansion of inventories has now been in process for 
several quarters, although it is presently masked by the 
liquidation of steel stocks. Inventory demand outside 
the durable goods sector is no longer in the very youth- 
ful stage of several months ago, and the total book 
value of manufacturing and trade inventories has now 
returned close to the peak reached in the fall of 1957. 
However, sales rates are substantially higher than at 
mid-1957; and the usual inventory-sales ratios, as well 
as THE CONFERENCE Boarp’s calculated inventory series 
based on the regression relationship of inventories to 
sales in durables industries, suggest a high positive figure 
for inventory change in the next several quarters. 


Role of Consumer Spending 


Apart from the question of the availability of funds, 
the poststrike boomlet may take its ultimate dimensions 
from the behavior of the American consumer. In the 


1 For relative measures of profit behavior, see “Perspective on 
Profits” in the July, 1959, issue of The Business Record. Reprints of 
this article are available on request, without charge 


A Strike, Tight Money, and Stock Prices: Two Causes and a Consequence 
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Outlays, by type, as % of disposable income 


third quarter, consumer outlays for goods apparently 
rose little or not at all from their second-quarter rate, 
judging from the volume of retail sales. However, the 
sales rates in the third quarter are reported by retailers 
to have been somewhat affected by unseasonable 
weather, and in some areas profoundly affected by the 
unemployment accompanying the steel strike. More- 
over, despite the already high rate of net instalment 
debt formation and the strong recovery of automobile 
sales in the past six months, the composition of personal 
spending has not yet taken on all the special character- 
istics it usually acquires as it approaches a cyclical peak. 
The percentage of income now represented by spending 
for durable goods is still considerably below the per- 
centage reached in 1955, even though the dollar volume 
of these markets has recovered to a record rate. Even 
assuming no further rise in disposable income, a further 
advance of perhaps 10% in spending for automobiles 
and parts, and for furniture and household equipment, 
would yield relationships to income not higher than 
those experienced in 1955. 

On the other hand, outlays for services in the third 
quarter were approximately 6% higher than they would 
have been if they were still taking their 1955 share of 
income; this rise reflects a higher percentage of income 
going to housing and household operation services. 
Housing outlays are hardly likely to decline over the 
next few quarters, but the present composition of total 
personal spending suggests the possibility that further 
rises in income will still be associated with rising outlays 
for durables over the next several quarters. As parallel 
considerations supporting the same conclusion: the net 
rate of instalment debt formation has not yet reached 
its 1955 relationship to income; the repayment burden 
on instalment debt has not quite reached its 1957 rela- 
tionship to income; and the present saving rate has not 
yet descended to the levels of late 1955. 


Prospects for the Uptrend 


With all the statistical turbulence created by the 
steel strike and tight money in recent months, the 
prospective poststrike strengths in demand remain im- 
pressive, and continue to dominate the thinking of most 
analysts. At the start of the fourth quarter, the con- 
sensus appears to be that tight money will somewhat 
moderate the poststrike boom, with perhaps a pro- 
nounced selective effect on the housing market, but 
with a general turning point in the business cycle still 
several quarters removed. By late September, in fact, 
even the stock market seemed on its way to a less 
anxious view of the short-term future. 


AvBert T. SOMMERS 
Division of Business Analysis 
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Business Forecasts 


General 


Arno H. Johnson, vice-president and senior economist, 
J. Walter Thompson Company (The Commercial and Financial 
Chronicle, September 17)—“. . . By 1970 our total produc- 
tion of goods and services in the United States should grow to 
over $750 billion in terms of June, 1959 prices compared with 
the $484 billion level in mid-1959. 

“$750 billion by 1970 is a conservative measure of our 
productive ability since it allows only for a gain of 2.0% per 
year in per capita productivity—well below the rate we have 
demonstrated since prewar. Actually, in the nineteen years 
between 1940 and 1959, total physical production per capita 
(in terms of constant dollars) increased by 58%, or about 
216% per year. 

“Bureau of the Census projections indicate a possible 
growth of population to 220 million by 1970 from the level of 
177 million in 1959. So $750 billion of productive ability for 
1970 should be looked upon as a minimum level for long-range 
planning. If the actual rate of growth in per capita production 
experienced in our last nineteen years (244% per year) were 
continued over the next decade, our productive ability by 1970 
would be $790 billion to $800 billion. 

“To support the $750 billion production economy, which we 
can and must have by 1970 to avoid general unemployment 
and under-utilization of our productive ability, we must add 
to our level of sales to consumers the huge amount of about 
$165 billion (up to a total personal consumption of over $475 
billion by 1970 compared with the $311.5 billion level in 
mid-1959). 

“That’s the equivalent of adding more than our entire 
prewar 1940 total consumption of $157 billion on top of our 
present high standard of living. In other words, we must 
accomplish in the next ten years as much improvement in our 
total living standards as we accomplished in the previous 200 
years from colonial times to 1940! That is an indication of the 
increased velocity of change we face. 

“Our total standard of living must surge upward by over 
52%! Try to visualize the rapid changes in markets, in dis- 
tribution, and in the purchasing habits of people needed to 
keep pace with our productive ability.” 


Construction 


Walter E. Hoadley, Jr., treasurer, Armstrong Cork Com- 
pany (The Commercial and Financial Chronicle, September 
24)—“*, . . Allin all, the outlook for residential construction 
is encouraging, but it will be difficult for the market in general 
to achieve important gains over the coming year. The most 
likely prospect will be a moderate decline in new home build- 
ing and a slight expansion in repair and modernization work. 

“Some of the brightest prospects for construction during the 
remainder of 1959 and 1960 are to be found in the nonresi- 
dential field. Commercial building is quite strong and con- 
tinuing to expand as new office structures, stores, and recrea- 
tional projects are being authorized on a wide front. At least 
a small boom in new industrial building now seems to be 
getting under way as a part of the general recovery in new 
plant and equipment expenditures. 

“The rise in the construction of religious buildings seems 


[Continued on page 462] 


Total Federal Government Debt Outstanding 


During the 1954-1955 and 1958-1959 Recoveries 
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Sources: Treasury Department; The Conference Board 


budget deficits that result in increased federal 

borrowing. This countercyclical course has been 
principally brought about by the so-called stabilizers 
that have been built into the budget. Certain revenues, 
such as progressive income taxes, decline more rapidly 
during recessions than total national income. Certain 
expenditure items, such as unemployment compensa- 
tion, increase. 

Deliberate countercyclical fiscal policies may further 
reinforce these measures for combating the recession. 
The 1953-1954 recession resulted in a budget deficit of 
$4.2 billion for the fiscal year that ended June 30, 1955, 
while the 1957-1958 recession led to a budget deficit of 
$12.5 billion in the fiscal year ended this past June. 


Bs OMIC recessions tend to produce substantial 


Debt Growth in This Recovery 


Indeed, the expansion of the federal debt in the 
recovery period starting in May, 1958, was much more 
prolonged and substantial than that of the preceding 
recovery that followed the recession trough of August, 
1954—an increase in the debt of 4% as against 1%. 
(See the chart that compares the federal debt over a 
thirteen-month span for each of the two recovery 
periods.) 

A surprisingly fast recovery of industrial production 
and national income has occurred alongside this rapid 
increase in the federal debt. This development has 
created some concern that this growing debt may, if 
continued long enough, add dangerously to inflationary 
tendencies. In dealing with this question, it is not suf- 
ficient merely to consider changes in the size of the 
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Inflationary Impact 


of Changes 
in Federal Debt 


debt. Changes in debt ownership and in the maturity 
structure must also be considered. 

Most economists believe that borrowing which adds 
to the money supply is likely to have a stronger ex- 
pansionary impact than borrowing that mainly raises the 
velocity of money. Hence increments in the federal 


Table 1: Composition of the Ownership of Total Federal 
Government Debt Outstanding! During the 
1954-1955 and 1958-1959 Recoveries 


Percentage Distribution by Type of Owner 


Nonbank Private 
Total Fed. U.S. Banks Investors 
Number of Gov't Debt Gov't 

Months from ut= In- Federal Com- Non- Other 

Recession Trough standing! vestment Reserve mercial financial Private 

(Billions): Accounts Cor- Non 
porations Investors 
1954-1955 
0 (Aug. ’54).... $275.0 18.0 8.7 24.4 6.6 42.3 
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1958-1959 
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UPS Oe deters 282.2 19.0 9.0 22.4 6.9 42.6 
OP eas hide okie cs 288.5 18.6 9.0 22.7 io 42.4 
13 (May ’59)p... 286.4 18.9 9.0 29.1 7.6 42.5 


1 Securities issued or guaranteed by the U. S. Government, excluding guaranteed 
securities held by the Treasury; end-of-month data 


p-preliminary 
Sources: Treasury Department; Taz ConrrrEeNcn Boarp 
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Percentage Distribution of Ownership of Total 
Federal Government Debt Outstanding During 
the 1954-1955 and 1958-1959 Recoveries 

1954-1955 


100% 100% 100% 


1750-19 59 


100% 100% 100% 


OTHER PRIVATE 
NONBANK 
INVESTORS 


NONFINANCIAL 
CORPORATIONS 


COMMERCIAL 
BANKS 


FEDERAL RESERVE Bese 
BANK : 


U.S. GOVERNMENT 
INVESTMENT 
ACCOUNTS 


TROUGH 3MOS. ISMOS. TROUGH 3MOS. {3IVOS. 
AFTER AFTER 
TROUGH TROUGH 


Securities issued or guaranteed by the United States Government, excluding guaranteed 
securities held by the Treasury; end-of-month data 


Sources: Treasury Department; The Conference Board 


debt that are absorbed by the banking system represent 
a greater inflationary threat than increments absorbed 
by private nonbank investors such as individuals, non- 
financial corporations, insurance companies, etc. 

In general, federal borrowing from commercial banks 
is likely to increase the money supply by an amount 
equal to the borrowing. Federal borrowing from the 
Federal Reserve banks will facilitate an even greater 
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monetary expansion. In contrast, increases in the federal 
debt absorbed by private nonbank investors, unless 
financed by newly borrowed funds, will merely raise the 
money velocity by activating some idle or semi-idle 
cash balances. 

Changes in the composition of federal debt ownership 
are summarized in table 1 for the two thirteen-month 
periods following the August-1954 and April-1958 
troughs.! The two recovery periods were similar in a 
number of important respects. An initial increase in 
both periods was followed by a decline in the proportion 
of the federal debt held by commercial banks. Coinci- 
dentally there was a marked and fairly consistent rise 
in the proportion owned by nonfinancial corporations 
and an increase, after an initial decline, in the proportion 
held by all other private nonbank investors. 


Effect of Changes in Debt Ownership 


The over-all decline in the share of the federal debt 
owned by commercial banks was greater in 1954-1955 
than in the recent period. The increase in the share of 
corporate holdings was more pronounced in the 1958- 
1959 period. At the end of the two periods the propor- 
tion of the federal debt attributable to each of these two 
components, however, was virtually identical—slightly 
over 22% for commercial banks and about 744% for 
nonfinancial corporations. The share of federal debt 
held by the Federal Reserve Banks held fairly stable 
above 814% during the 1954-1955 recovery. In the 
1958-1959 period it edged up rather early to about 9%, 
where it has since remained. —¥ 

1The thirteen months’ recovery period was chosen because at 
present the latest data available on debt ownership and maturity 


structure do not extend beyond May, 1959, the thirteenth month of 
the current recovery 


Maturity Structure of Federal Interest-bearing Marketable Debt During 
the 1954-1955 and 1958-1959 Recoveries 


Billions of Dollars 


1954-1955 


RATIO SCALE 


WITHIN 1 YR. 


oe oe me 
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End-of-month data 
Source: Treasury Department 
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Table 2: Maturity Structure of Federal Interest-bearing 
Marketable Debt During the 1954-1955 
and 1958-1959 Recoveries 
Percentage Distribution 


Total Percentage of Total Due or First Becoming Callable 


Number of Amount 
Months from Outstanding Within lto5 5 to 10 10 Years 
Recession Trough (Billions) 1 Year Years Years and Over 
1954-1955 
0 (Aug. 754)... $154.0 41.0 24.9 20.1 14.0 
i aoa te caupehs 154.0 41.0 24.9 20.1 14.0 
pA toh UN a 158.2 39.9 26.9 19.5 13.6 
Sh Prekten ee 158.2 39.9 26.9 19.5 13.6 
Al tO te SMe Oko: 39.8 24.9 24.1 112 
5 Selsey 157.9 39.8 24.9 24.1 11.2 
Gee aia s as 157.8 30.8 32.6 Q4.1 12.4 
ee Mudra oe 153.4 35.2 12 27.9 9.7 
Sah aes d 156.6 37.2 26.0 27.3 9.5 
Oe ae tae 158.4 34.3 29.3 27.0 9.4 
10.3.2 3 aes 155.3 33.0 29.9 27.6 9.6 
em eee ssc 158.6 33.9 29.3 27.0 9.9 
OTe Loses neste 158.9 37.6 25.6 26.9 9.9 
13 (Sept. ’55).. 159.5 40.8 92.6 26.8 9.8 
1958-1959 
0 (April ’58).. $166.1 45.5 26.9 CH al! 4.5 
i Na een ei 166.1 45.5 26.9 23.1 4.5 
ce A peg My ea 166.8 43.8 23.6 QT A 5.1 
She CHO ed hare 166.5 43.9 93.7 27.2 5.1 
Aes Se) RSA 169.3 44.7 Q7 A 29.8 5.0 
DeMarco pity es capers 167.8 44.2 APPS 23.0 5.1 
Giese oa a, Sake 172.3 44.9 BG 22.4 49 
hs Aa A 175.5 46.6 26.5 21.9 4.8 
Scie otbre tik ae Gs 175.7 46.3 98.5 20.3 4.8 
rs, shee eens 179.9 45,5 29.4 19.8 5.2 
LOAM hair uneke 179.4 44.5 32.4 LE 5.2 
Dees raat 176.4 43.5 33.0 18.0 5.3 
TO aa Sgn 180.8 43.6 33.2 17.6 5.5 
13 (May ’59).. 181.1 46.8 30.1 17.6 5.5 


Note; End-of-month data 
Sources: Treasury Department; Taz ConrERENCE BoARD 


These observations (which are highlighted in the 
second chart) suggest that the changes in the composi- 
tion of federal debt ownership tended to reinforce the 
expansionary impact of increases in the debt during the 
early stages of both recovery periods and to lessen their 
impact in the later stages. 


Influence of Maturity Structure 


The maturity structure of the debt also deserves 
special consideration in evaluating the inflationary 
potential of the federal debt. In general, short-term 
securities carry a much greater inflationary potential 
than longer issues. Because of their near-money nature, 
they provide a convenient investment for idle cash 
balances. If held to maturity, they yield a risk-free 
return which compensates the investor for the limited 
and temporary reduction in liquidity. 

In contrast, investment in long-term issues usually 
represents a long-term commitment of funds that would 
likely have been spent otherwise sooner or later and 
would thus have increased aggregate demand for goods 
and services. It market interest rates rise and long-term 
securities have to be sold prior to maturity, a substan- 
tial capital loss is incurred. For this reason long-term se- 


curities are not likely to attract large amounts of cash 
balances that would otherwise have remained idle for 
any length of time. 

Differences in the maturity structure of the federal 
interest-bearing marketable debt during the two re- 
coveries are shown in table 2. Structural changes during 
each of the two recovery periods were rather erratic. 
They reflected a multitude of market factors, as well as 
the influence of long-term trends. But comparison of the 
two periods as a whole shows that the differences in the 
relative size of specific maturity classes emerge as the 
most significant and persistent feature. The relative as 
well as the absolute size of the federal interest-bearing 
marketable debt maturing within one year was very 
much larger during the entire 1958-1959 recovery 
period than in the earlier recovery period. The debt 
maturing after ten or more years was very much lower. 
Shifts in the relative importance of the intermediate 
maturity classes tended further to accentuate this 
shortening of the over-all maturity structure, especially 
in recent months. 

There can be little doubt that these shifts in the 
maturity structure (which are illustrated in the ac- 
companying chart) have increased the inflationary 
potential of the federal debt in 1959 as compared with 
1955. 

Micnast E. Levy 
Division of Economic Studies 


Business Bookshelf 


Mathematics of Business Affairs—An elementary review of the 
arithmetic and mathematics of personal and business 
affairs. Includes problems in banking, securities, pricing, 
inventory accounting, mortgages, instalment buying and 
income-tax calculations. By Harold Feldman. Allyn and 
Bacon, Inc., Boston, Massachusetts, 1958, 239 pages. $3.95. 


The Long View and the Short—A collection of essays and book 
reviews reprinted from a variety of sources. Several articles 
on economic theory and policy and on the history of eco- 
nomic thought. A complete bibliography of Professor Viner’s 
writings is included. By Jacob Viner. The Free Press, Glen- 
coe, Lilinois, 1958, 462 pages. $7.50. 


Property Insurance—This textbook on property insurance in- 
cludes detailed analyses of specific policy forms relating to 
fire insurance, inland marine insurance, theft and other 
casualty insurance, multiple peril coverages, homeowner’s 
policies, business interruption and other time element cov- 
erages. By Robert E. Schultz and Edward C. Bardwell. Rine- 
hart & Company, New York, 1959, 468 pages. $6.50. 


The Law of Modern Commercial Practices—A comprehensive ref- 
erence book covering the laws, rules, regulations, practices, 
and business forms involved in everyday commercial trans- 
actions. By Frederick A. Whitney. Baker, Voorhis & Co., 
Mount Kisco, New York, 1958, 1,174 pages. $25.00. 


Operations Research for Industrial Management—Explains oper- 
ations research techniques used for executive decision mak- 
ing in areas such as financial allocation, transportation 
problems, inventory control, and production setups. By 
Dimitris N. Chofaras. Reinhold Publishing Corp., New York, 
1958, 803 pages. $8.75. 
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*An End to World Inflation” 


WORLD inflation has come to an end, the Managing 
Director of the International Monetary Fund said in an 
interview with the Svenska Dagbladet last Saturday, 
and should not reappear for a long time provided there 
is no interference with production increases and 
authorities learn how to manage their countries’ 
economy. Sweden, where the alertness of the authorities 
must be sharpened against inflationary tendencies, is 
no exception. 
fo) 


Markets have become larger, said Mr. Jacobsson, 
making it necessary for industry to combine into larger 
units that will cause increased demand for capital. In a 
period of low economic activity, increased public de- 
mand creates an impetus for economic expansion. In 
a period, such as now, of high economic activity, 
authorities should see to it that resources are used to 
increase private expansion. In addition, capital is needed 
for the support of underdeveloped countries. There are 
also the social demands for better and more hospitals, 
more schools, etc. Certainly interest rates cannot decline 
when demand for capital is so great. 


° 


Throughout the world there is a striving for stabiliza- 
tion of exchange rates. With production so large and 
competition so keen that we no longer need to fear a 
general price increase, there are larger demands placed 
on the individual countries to concern themselves with 
their own exchange problems. Although their role is im- 
portant, the central banks should not be entrusted ex- 
clusively with this function. Because of the increased 
importance of the public sector, government expendi- 
tures and borrowing are often almost decisive, a point 
which must be given more and more consideration. 


fo) 


The price level in Sweden is closely linked to world 
market prices both for exports and imports. The great- 
est inflationary danger in Sweden, as well as in most 
other countries, is generated almost exclusively by the 
budget. It is extremely important that the Riksdag take 
measures to eliminate the dangers arising from the 
tremendous demand for capital from the government 
sector and from wrong methods of financing, such as 
borrowing on too short a term. 


° 


Those countries favored by high economic activity 
must give consideration to these points in such a way 
that economic progress is not jeopardized. This need is 
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especially understood in the United States where Presi- 
dent Eisenhower follows a policy of balancing the budget, 
maintaining interest rates that will achieve a balancing 
of the capital and money markets, and pursuing a wage 
policy that will avoid price increases. 


° 


Despite low and declining import prices and gold and 
dollar outflows from the United States, Sweden in the 
past eighteen months has not been able to increase its 
foreign exchange reserves substantially. This situation 
implies a more cautious policy for the country, and 
there is reason to hope that the high authority within 
the government and the Riksdag will be aware of the 
problem. 

fe) 

During my travels in Europe this summer I have ob- 
served that the fear of a devaluation of the United 
States dollar has lessened considerably during the past 
months. This switch in opinion is above all based on 
that country’s present interest and wage policies. As to 
The Six and The Outer Seven, whatever the solution to 
the problem of settling the question of lower customs 
duties and other problems, the expanded markets that 
will probably develop will necessitate large-scale in- 
dustrial rearrangements that will increase the demands 
for industrial financing. The necessary capital must be 
available here in Sweden, for otherwise the country will 
be lagging behind in the general competition. 


° 


Three developments of great importance to the work 
of the International Monetary Fund have taken place 
this year. The first, external convertibility, was in- 
troduced at the beginning of the year and as far as can 
be seen has succeeded. The foreign exchange reserves of 
almost all European countries have increased. Foreign 

aia 


The above observations are a translation, from the 
Svenska Dagbladet, of pertinent parts of an article based 
on an interview with Per Jacobsson, director and chair- 
man of the executive board of the International Mone- 
tary Fund. Mr. Jacobsson had been visiting various Euro- 
pean countries prior to the annual meeting of the Fund 
in Washington, D. C., in September. He has addressed 
Conference Board meetings and has occasionally 
contributed to The Business Record. The article in 
Svenska Dagbladet was published in Stockholm, Sweden, 
on August 24, 1959. 
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exchange trading, I was told by bankers in Switzerland 
when I visited that country recently, has to a consider- 
able extent been transferred to London, where it has 
almost doubled in a year. Convertibility has made it 
so much easier to make currency payments that the 
banks in Switzerland have, I was told, decreased their 
current expenses to the point where they earn more 
through lower costs than they earned previously on the 
transactions now lost to London. 


oO 


The second important development, the strength of 
the economic upswing, has been characterized by an 
increased demand that has brought almost full employ- 
ment of existing industrial capacity. It has even started 
to necessitate an increase in capacity, and there is 
reason to look forward to a new investment boom. 


° 


Finally, the increase in the resources of the Fund and 
the Bank that was proposed at the annual meeting in 
New Delhi is now a reality, the proposal having been 
accepted by the parliaments in a sufficient number of 
countries to make the increase effective. The resources 
of the Fund will therefore be raised from $9 billion to 
$14 billion, of which $1 billion will be paid in gold and 
$4 billion in currency. The Fund will now have in- 
creased possibilities to intervene in case of foreign 
exchange difficulties. After the Suez crisis, for instance, 
the Fund’s extensive assistance to England, which co- 
incided with measures taken by the British authorities 
themselves, produced a strengthening in the position of 
sterling so that it is again fulfilling its role of a world 
currency. 

° 


The Fund has been active during the year in stabiliza- 
tion planning and financing in such countries as France, 
Chile, Turkey, Colombia, and most recently Spain. 
Credits from the Fund are payable within three to five 
years. At the same time that the Fund was granting 
its assistance, resources were being made available to 
the same countries by, for example, the United States 
Import-Export Bank, the Organization for European 
Economic Cooperation, and American banks. These 
stabilization plans of the Fund have strengthened the 
foreign exchange system of the world. Its transactions 
have now reached a total of $4.2 billion, three fourths of 
which have been made during the past three years. 


Oo 


Many problems, of course, remain unsolved, includ- 
ing those concerned with the raw material-producing 
countries whose export prices have declined. While ad- 
vantageous to the importing countries, these declining 
prices have created difficulties for the producers. These 
countries are, nevertheless, taking more and more 
measures to achieve balanced economies, stabilized 
currencies, economic expansion, and finally, but not the 
least important, credit worthiness. 


Business Forecasts 
[Continued from page 457] 


almost certain to persist. Public and allied institutional build- 
ings have held at a fairly steady level in recent months and no 
important changes are on the horizon. The effect of local 
citizenry objections to rising taxes is reflected in the lagging 
volume of new educational structures in many sections of the 
country. The overriding of the presidential veto of the public 
works bill foreshadows some increase in heavy engineering 
construction in contrast to the slackening trend which has 
been evident during the past year. . . .” 


aos 


American Gas Association Monthly (September)—““The na- 
tion’s gas utilities and pipeline companies will spend a record 
$1,859 million for construction during 1959. . . . 

“This year’s construction expenditures will be 4.9% higher 
than the industry’s all-time peak of $1,772 million set in 1957. 
They also will exceed 1958’s outlays of $1,618 million by 
14.9%. | 

“Summarizing its annual survey of gas industry construc- 
tion expenditures, the Bureau of Statistics said reports from 
individual companies indicate that outlays for plant and 
facilities expansion will continue to rise steadily to $2,166 
million in 1962. 

“Construction during the years 1959-1962 is expected to 
cost $7.9 billion, according to current A.G.A. forecasts. This 
will represent a 25.7% increase over the $6.3 billion spent in 
the previous four-year period. 

““A.G.A. also estimates that 33% of the funds necessary for 
the four-year expansion program will be derived from internal 
sources. In addition, 46% is expected: to come from the sales 
of bonds and debentures, and 21% from the sale of common 
and preferred stocks. The Bureau of Statistics points out, 
however, that the proportions to be raised from security 
issues depend upon market conditions at time of issuance. 


Chemicals 


Allan B. Clow, vice-president, marketing, American Cyan- 
amid Company (The Commercial and Financial Chronicle, 
October 1)—‘‘Developments in economic activity point 
toward new peaks in chemical production next year. Output, 
as measured by the present Federal Reserve Board index 
(1947-49 = 100) is likely to exceed 225, a gain of about 10% 
over 1959. Total sales may top $28.5 billion—$2}4 billion 
more than in 1959, which in itself so far seems to be a banner 
year for both chemical manufacturers and for the economy as 
a whole... .” 


Steel 


William P. Carlin, economist, Republic Steel Corporation 
(as reported in Steel, October 5)—“‘Next year, steel production 
will spurt to a record 120 million ingot tons. . . . First-half 
output of 65 million tons will reflect inventory building and a 
10% to 15% increase in consumption, Mr. Carlin believes. 
Other predictions: 7 million United States built cars, a bigger 
year for appliances, a 33% increase in freight car orders, 
higher consumption for oil and gas pipelines.” 
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Monthly Survey of Business Opinion and Experience 


ORGANIZATION FOR LEGAL WORK 


“A very small company cannot afford to employ counsel that 
1s competent in very many fields of law. It therefore seems that 
a small company should not attempt to have any lawyers on its 
staff but should depend entirely on outside counsel. As a com- 
pany grows larger it may develop enough problems in some 
specific field to justify retaining full-time counsel inside its 
organization. Therefore, except for the very small and the very 
large companies, there should be some balancing of inside and 
outside counsel.” 


machinery company, summarizes the views ex- 

pressed by most of the 286 American and Cana- 
dian manufacturing firms cooperating in this month’s 
survey of business practices which considers company 
organization for legal work. 


COMPANY LEGAL DEPARTMENTS 


Almost half of the 286 companies maintain their own 
general legal departments. Other responding firms re- 
port that they employ attorneys for specialized legal 
work only. For example, one electrical equipment manu- 
facturer states: “We do not have our own legal depart- 
ment as such, but we do employ an attorney who is in 
charge of our patent department.” Other fields for which 
respondents commonly employ specialized attorneys are 
taxation and labor relations. 

An unusual organizational arrangement is described 
by a few companies who report that, while they do not 
maintain their own legal departments, “a number of 
men from a large law firm are located permanently in 
our office and, in effect, act as our legal department.” 


Pine statement, made by the vice-president of a 


Smaller Companies Find Less Need 


Most of the companies with internal legal depart- 
ments are larger-sized firms with over 1,000 employees 
(see accompanying table). The smaller firms in this 
survey report to the effect that the “company is not of a 
size that would warrant our own legal department” or 
that “the legal work which we require is sporadic and 
not of sufficient amount to employ a lawyer on a full- 
time basis.” 

On the other hand, a few large companies report that 
they do not maintain legal departments. Typically, a 
steel executive writes: 


“Our problems are varied enough so that it would be very 
expensive to retain inside counsel to specialize in the fields 
of law that affect us most. We also believe that the outside 
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counsel’s experience with other companies in our industry 
and other industries is helpful in solving our legal problems. 
Our relations with counsel have generally extended over 
many years and we therefore get some of the benefit of close 
and intimate association with the personnel of the company 
that inside counsel undoubtedly provide.” 


ORGANIZATION OF THE LEGAL DEPARTMENT 


The size and organization of respondents’ legal de- 
partments vary widely according to the firm’s need for 
legal counsel. Thus, while a number of cooperating 
firms write that “we employ as ‘house counsel’ one 
attorney,” others report large legal departments with 
scores of employees. 


Multidivisional Firms Centralize 


Among the multidivisional firms in this month’s 
survey, a majority of those having a legal department 
locate it entirely at the home office. “It is believed that 
there are advantages,” writes one executive, “to having 
our lawyers centralized in a staff office that serves the 
various organizational units of the company. In this 
way the specialized knowledge and talents of our at- 
torneys can be furnished quickly on any phase of the 
problems that arise.” 

Other multidivisional companies report that they 
maintain legal staffs in the field as well. One such com- 
pany executive explains: 


“Like the company itself, the legal department is decen- 
tralized geographically. The headquarters legal staff devotes 
its attention to matters of company-wide interest. The 
regional staffs handle matters pertaining to their respective 
regions. The legal department staff is headed and coordi- 
nated by the vice-president and general counsel.” 


This type of organization is most common among 
those multidivisional companies with a recurrent need 
for attorneys in the field. In the words of one such 


Frequency of Legal Departments in 286 Manufacturing 


Companies 
Number of 
Size of Company Number of Companies Per Cent 

by Number of Companies Having Legal Having Legal 

Employees Replying Departments Departments 
Fewer than 500..... 40 3 8 
500-999. ........ 32 3 1l 
1,000-4,999....... 99 4) 41 
5,000-9,999....... 34 QQ 65 
10,000—-49,999...... 52 48 92 
50,000 and up...... 13 13 100 
Size not available.. . 16 4 25 
Otel meee 286 134 AT 


Source: Taz ConrerEeNnce Boarp 
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company: “Our experience has shown a decentralized 
method of operation generally to be the most practicable 
and probably the most efficient for us, in view of the 
diversified nature of our activities and their wide geo- 
graphic range.” 


Specialized Units 


Legal specialists, such as tax! and patent attorneys, 
are usually grouped into units within the legal depart- 
ment, according to responding executives. Nevertheless 
a few companies place attorneys elsewhere in the 
company. One such company, for example, writes that 
“counsel reports to the vice-president and secretary of 
the company, but tax counsel reports to the controller”; 
another states that “the bulk of the advice on corpor- 
ate tax matters is furnished by the tax division, which 
is part of the financial department.” 


STATUS OF THE LEGAL DEPARTMENT 


The head of the legal department is almost invariably 
an officer of the company and most frequently reports 
to the president, according to respondents. Other par- 
ticipants in the survey have their legal departments 
report to the chairman of the board, to the executive 
vice-president, or to the financial vice-president. 

Many survey participants feel it necessary to empha- 
size the fact that the legal department is strictly ad- 
visory in nature. Thus the formal definition of the 
“function and objective of the law department” re- 
ported by an electrical equipment manufacturing com- 
pany stipulates: 


“Function is to furnish complete legal advice, as a back- 
ground for management decisions, to all levels. Objective is 
to maintain full compliance with laws in the framework of 
maximum profits to company, minimum costs, and mini- 
mum interference with other functions.” 


In the same vein, the general counsel of a construction 
materials producer maintains that “the real danger for 
the corporate counsel is that he may reach the conclu- 
sion that he is a pretty good businessman and make 
decisions as a businessman which appear to those around 
him to be legal decisions made in his capacity as a 
lawyer.” 


OUTSIDE COUNSEL 


All the companies surveyed indicate that they employ 
outside counsel at some time, and three fourths of them 
retain outside counsel on a continuing basis. Of the 
companies that have internal legal departments, two 
thirds also retain permanent outside counsel. Outside 
counsel are retained least frequently by the largest 
companies participating in this month’s survey (those 
with 50,000 or more employees), usually because “the 
volume of legal work is large enough to warrant having 

1¥For a discussion of organization for tax compliance work, see 


“The High Cost of Tax Compliance,” The Business Record, August, 
1959, pp. 383-388 


on our staff lawyers who are specialists or have become ~ 
thoroughly versed in particular types of problems.” 


How Are Counsel Selected? 


Companies that employ outside counsel on a case-by- 
case basis are able to describe their method of selection 
in detail. Participants generally choose outside counsel 
“on the basis of their general reputation” or on their 
reputation “‘in the field of law involved.” A number of 
companies write that where general counsel are re- 
tained, “special outside counsel is selected on recom- 
mendation of our regular counsel.” Other sources of 
information include banks and the Martindale-Hubbell 
Law Directory. A food company, describing its selection 
of outside counsel, writes: 


“The manner in which outside counsel is selected in a 
particular case depends largely upon the major reason for 
the employment of outside counsel. If a matter involves 
litigation in a city where we are well established, we will, as 
a rule, select counsel who have performed services for us 
there before and who we feel are acquainted with the com- 
pany and will render us satisfactory performance in this 
particular matter. If the litigation involves unusual ques- 
tions of law, we may select a different firm from the one that 
we have been using in that city, or we may ask counsel who 
are specialists in that area of law from some other part of the 
country to cooperate with local counsel. If a matter requir- 
ing local counsel arises in a city where we haye not had 
satisfactory representation in the past, we will select counsel 
based upon recommendations of lawyers elsewhere, recom- 
mendations of local bankers, by reference to the Martindale- 
Hubbell Law Directory, or a combination of these. 

“Tf the matter does not involve litigation, we have prob- 
ably decided to turn to outside counsel because of his 
specialized knowledge, e.g., trademark or antitrust. In that 
event, we will normally select as counsel one of the small 
number of firms with whom we have dealt previously in this 
area of law. We generally tend to stay with the so-called 
specialist firms with whom we have worked satisfactorily in 
the past, because we feel that maximum service can be 
rendered in fields of specialty by firms that are most fully 
acquainted with the company and have a high degree of 
competency in their fields.” 


In general, cooperating firms do not consider the re- 
tention of outside counsel to be a problem. Companies 
most frequently report that “‘present outside counsel 
has been with us for many, many years,” or that “we 
are satisfied with the performance of our outside counsel 
and have never given any thought to hiring another,” 


Where There Is No Internal Counsel 


Most frequently, respondents that operate without a 
legal department have outside counsel report to the 
president. Other officers used are the chairman of the 
board, the executive vice-president, the financial vice- 
president, and the corporate secretary. Despite this 
wide range of opinion as to the officer to be put in 
charge of outside counsel, respondents almost without 
exception feel that “it is quite important that there 
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should be some executive who, though not a lawyer, has 
a good grasp of the corporation’s legal problems and of 
the areas in which proper advice is necessary. The men 
throughout the organization who encounter legal ques- 
tions in their work should keep in touch with this 
executive and see that he is informed of their contacts 
with the company’s attorneys.” 

Many companies have an operating executive who 
incidentally is a member of the bar, and acts in such a 
liaison capacity. Typically, a foundry company writes 
that “our vice-president and treasurer is an attorney 
and therefore in a position to refer legal considerations 
to outside counsel.” Some participating executives re- 
port that having an officer with legal training often 
brings the corollary advantage of less frequent consulta- 
tion of outside counsel by company personnel in that 
this officer “handles a great deal of miscellaneous legal 
work” or “answers many questions off the cuff, and 
frequently keeps the company from getting into legal 
entanglements or difficulties.” 


Multiple Outside Counsel 


Where a number of law firms are retained by re- 
spondents who have no internal counsel, the job of over- 
seeing the work of outside counsel is often divided along 
functional lines. Such a division is illustrated by an 
instrument manufacturer—relying solely on outside 
counsel—who states that the “legal work breaks into 
three areas, general corporate counsel reporting to the 
president, patent attorney reporting to the director of 
engineering and research, and tax counsel reporting to 
the financial department.” 

An electrical equipment company that relies wholly 
on outside counsel asks its legal firms to hire and super- 
vise any special counsel required, instead of employing 
such specialists directly. 


Inside-Outside Counsel Relationships 


The relationship between inside and outside counsel 
varies greatly among respondents, owing to the wide 
variance in the size and organization of internal legal 
departments and the frequency with which outside 
counsel is employed. Respondents also report that this 
relationship within a particular company may vary, 
“depending upon the particular work involved. Outside 
counsel will in some instances direct or oversee work 
performed by the legal department, and conversely the 
legal department will direct or oversee legal work per- 
formed by outside counsel.” 

Common practice among respondents is to have out- 
side counsel report to inside counsel. In the words of one 
vice-president, “if outside counsel are retained, it is the 
general counsel or his delegated assistant in the legal 
department to whom retained counsel normally report.” 
Because of this relationship, the majority of executives 
surveyed feel that “as a matter of sound policy, the 
legal department should in general oversee work per- 


formed by outside counsel.”’ This would also be true for 
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companies indicating that “outside counsel merely act 
as consultants for the company,” and “‘even where out- 
side counsel are retained for their specialized knowledge 
in a field of law, ultimate responsibility for the legal 
decisions rests with the law department.” 

Two sorts of situations in which companies report 
that outside counsel may, on occasion, supervise the 
work of inside counsel are cited below: 


“Our outside counsel does from time to time oversee legal 
work performed by our own resident counsel. This is usually 
done at the request of our resident counsel when he feels 
that something he is handling needs additional opinion.” 

*x * * 

“The only type of situation in which outside counsel 
directs the work performed by a member of the legal depart- 
ment arises when the member is assigned to help outside 
counsel in a special investigation or in litigation. It some- 
times occurs that a member of the legal department is able 
to develop evidence, particularly inside the company, more 
efficiently and at less expense than the service could be 
performed by an employee of the outside firm.” 


Shared Responsibility 


There is also a group of companies that report that, 
in their case, the relationship between inside and outside 
counsel is one of shared responsibility. One organic 
chemicals executive writes: 


“Tt would probably be misleading to say that either one 
directs or oversees the work of the other. In all instances 
where outside counsel are used, a member of the company’s 
legal department is also assigned to the case, and the divi- 
sion of work is arranged and coordinated by mutual agree- 
ment between inside and outside counsel.” 


INSIDE vs. OUTSIDE COUNSEL 


Survey participants, when asked to cite the advan- 
tages and disadvantages of the predominant use of in- 
side or outside counsel, generally replied that “there are 
no real advantages in using predominantly outside 
counsel or predominantly inside counsel. Something of 
value would be lost in either case.” 


The Case for Inside Counsel 


Nevertheless, some responding companies believe 
that there are a number of advantages to the predomi- 
nant use of inside counsel. Most frequently mentioned is 
“the easier availability of the members of the internal 
legal department as compared with outside lawyers.” 
Likewise, a chemicals executive cites the advantage in 
having a legal department “to serve in a preventive 
capacity and furnish ‘on-the-spot’ legal advice as ques- 
tions arise.” 

On the other hand, the president of a hardware com- 
pany states that “whenever inside counsel is immedi- 
ately available in an administrative office, operating 
personnel are constantly taking problems to him which, 
in most instances, should have been decided by the 
operating man himself. Such a situation makes it easy 
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for an operating man to depend on somebody else to 
make his decisions. With outside counsel, we feel that 
better judgment is exercised in the matters that are 
referred to counsel for opinion.” 

Other advantages of the predominant use of inside 
counsel are noted below: 


“Inside counsel are intimately familiar with the com- 
pany’s operating methods and procedures, the sales, finan- 
cial, and corporate policies that it has developed over the 
years, and its organizational structure. Inside counsel is, 
therefore, able to operate more quickly and efficiently, and 
with less cost, in the vast majority of matters that they are 
called upon to handle.” 

* *F 

““The legal department operates for the convenience of the 
corporation. My experience with outside counsel has indi- 
cated that there is much less tendency for counsel to 
identify with business objectives.” 

* * * 

“Anyone in the company can refer questions to staff 
counsel without incurring a charge, whereas many of the 
junior people may not feel free to call outside counsel.”’ 

* %*« * 

“Inside counsel are able to provide the company with 
many additional benefits of a nonlegal or semilegal nature. 
Thus they are often valuable in early stages of negotiation, 
contribute substantially to business meetings, and are help- 
ful in the area of public relations.” 

* * * 


“Inside counsel provide a valuable reserve of talent from 
which important executive positions in the company can be 


filled.” 


The president of an organic chemicals company, who 
claims that one further advantage accrues to companies 
like his when they use inside counsel, states: “In our 
company, where we have many problems involving 
technical matters, an advantage of inside counsel is that 
all of our corporate attorneys are also graduate chemists 
and thus well qualified to discuss with our technical 
employees any legal problem involving technical 
matters.” 


The Case for Outside Counsel 


A good number of participants, on the other hand, 
feel that the predominant use of outside counsel is more 
advantageous to them. The reason most frequently 
advanced, particularly by smaller companies, is that 
of economy. Thus one firm maintains that “it is not 
economical nor advisable to maintain an inside legal 
department unless the company has operations and a 
volume of business capable of sustaining lawyers with 
educational and experience backgrounds equal to those 
found in the top law firms.” And a textile manufacturer 
cites “‘the large costs that would be faced if we main- 
tained facilities, library services, and staff of sufficient 
size to handle all legal questions as they arise.” 

The ability of outside law firms to maintain special- 


ists in various fields is another reason advanced by 
companies favoring the predominant use of outside 
counsel. One of these companies writes that “the law 
firm which handles our legal work has experts, and 
indeed departments, on many if not all phases of legal 
problems.” 

Other reasons put forth in favor of outside counsel are 
as follows: 


“A firm of outside attorneys has connections in other 
cities and states whereby legal matters involving those other 
locations can be handled through or at least with the 
assistance of local counsel.” 

*x* + * 

“The fact that outside counsel can, if necessary, put a 
number of lawyers to work simultaneously on the same 
problem gives valuable flexibility. This advantage is par- 
ticularly apparent in litigated matters where lengthy prepa- 
ration and much courtroom work may be required; in 
financings, security registrations, and the like, that require 
a large volume of drafting and paper work; and in other 
situations where a large quantity of work must be concen- 
trated in a short interval of time.” 

* *e * 

“On any major problems that would call for legal help we 
would have to go outside anyway, so we feel that operating 
exclusively with outside counsel is more economical and 
more efficient for us.” 


USE OF BOTH INSIDE AND OUTSIDE ATTORNEYS 


Respondents, cognizant of the respective advantages 
and disadvantages of internal counsel and external 
counsel, often employ both. As a textile company’s vice- 
president puts it: 


“When our legal department was set up, the objective 
was not entirely to supplant outside legal counsel. It was 
contemplated that employee attorneys could handle more 
efficiently and expeditiously all routine matters, and in 
general serve more effectively the other departments and 
offices of the company. Outside law firms continue to 
handle the special and major transactions.” 


Most responding executives report that the decision 
to refer a matter to outside counsel or to handle it 
within the company is made by the company’s internal 
counsel. Respondents have adopted this practice be- 
cause they think that an appreciation of the complexi- 
ties of legal matters is necessary for an intelligent ap- 
portionment of this work. In the words of the president 
of a food company, “no one not an attorney could really 
be qualified to define legal responsibility, a field in 
which he himself would lack sufficient knowledge.” 


Division of the Work Load 


Survey participants generally prefer to have their 
internal counsel handle “‘all routine work” and to refer 
unusual problems and work beyond the capacity of the 
legal department to outside attorneys. Most respondents 
retain outside counsel for matters pertaining to: (1) 
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certain fields of law where the advice of specialists is 
called for; (2) courtroom work; and (3) certain areas 
where ethical considerations bar the use of inside 
attorneys. 

Typical statements of company policy in this regard 
are as follows: 


“Our policy is to handle all legal work internally, if pos- 
sible, and to refer matters to outside counsel as the excep- 
tion. General counsel, in his discretion, generally refers to 
outside counsel the following types of work: problems in- 
volving a specialized field of law such as antitrust, tax, 
securities; practice before administrative bodies such as 
FTC and SEC; matters such as large acquisitions and 
mergers that are expected to be highly involved and in 
which opinion and assistance of outside counsel will be 
required for expeditious handling; problems where it is 
evident that the company may be involved in litigation 
(since all litigation is handled by outside counsel) ; problems 
of a nature that can best be handled by regional counsel. 
Work is also referred to outside counsel in instances where 
the work load of inside counsel is such that supplemental 
assistance is required for prompt action on a problem.” 


* Fe * 


“In general, all types of work except litigation are 
handled by our internal legal staff. However, from time to 
time, outside counsel are called upon for assistance. The 
matters assigned outside counsel normally fall into one of 
the following categories: (1) those involving highly spe- 
cialized areas of the law, e.g. litigation, capital financing, 
customs; (2) those involving very substantial sums of 
money or fundamental policy; (3) those involving spe- 
cialized judgment, ¢.g., antitrust and taxes; and (4) those 
maiters for which it is advisable to have local counsel.” 

* ** #€ 

“Generally speaking, all litigation is referred to outside 
counsel, as well as particular matters which may involve 
high concentration of effort or specialized experience (e.g., 
mergers, foreign transactions). The rule of thumb, subject 
to the matter of specialization, is to maintain an inside 
legal staff competent and sufficiently large to handle all 
ordinary legal work and problems imposed by the breadth 
of the company’s operations and the demands of manage- 
ment; to refer to outside counsel those sporadic matters 
which would impose upon the normal work load of inside 
counsel.” 


Most all the firms in this month’s survey turn to 
outside counsel in specialized fields of law that require 
expert knowledge on the part of the attorney. One large 
company that maintains a staff competent to handle 
“virtually all types of law work’’ nevertheless finds that 
‘there can be and are periods when the problems to be 
handled are outside the particular skills of inside 
counsel.” 


Handling of Litigation 


It is common practice among survey participants to 
have courtroom work handled by outside counsel be- 
cause of the specialized skills necessary, although a few 


respondents do have their inside attorneys represent. 
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them in court. One general counsel is of the opinion that 
“in litigated matters skilled trial practitioners are 
essential to protect the corporate interest.” Another 
attorney maintains that “a lawyer’s work in the court- 
room is only done well by one who is there regularly.” 

A food company vice-president notes that litigation 
often can occur in a jurisdiction where the company has 
no office, and adds that “local counsel will be more 
effective in litigation involving the laws and populace of 
their respective states and communities.” 

But these respondents also indicate that ligitated 
matters are not entirely the province of outside at- 
torneys. For example, a chemical company writes that 
“inside and outside counsel generally join in handling a 
case.” In such cases the division of authority generally 
followed by the companies surveyed is explained by an 
automobile company executive: 


“In litigation, outside counsel ordinarily would have 
authority with respect to the handling of proceedings in the 
case, but the ultimate decision to settle a case, to take an 
appeal, to make a petition for a rehearing, or other such 
policy decisions would be the responsibility of the legal 
department.” 


Ethical Considerations 


There is one other area in which outside attorneys are 
invariably used by the companies surveyed. This is 
where inside attorneys are barred from an issue by 
ethical considerations, because they are directly affected 
employees of the company. The secretary and chief 
counsel of one company gives an example of such a 
situation when he states: “As a member of a legal 
department, if I suspected that I would benefit from a 
stock option plan that the corporation might be con- 
sidering, I think that it would be nothing less than good 
taste for me to have that question submitted to an 
outside lawyer.” 


COORDINATION OF COUNSEL 


Firms that employ both inside and outside counsel 
stress the importance of adequate communication be- 
tween the two. Respondents believe that this is a 
necessity if the activities of inside and outside counsel 
are to be properly coordinated. To ensure this coordina- 
tion of inside and outside counsel, a typical survey 
participant reports: 


“In so far as possible we try to keep the outside lawyers 
well informed through transmission of key documents and 
letters, all our formal reports to stockholders and the public, 
our minutes of meetings of stockholders, directors and our 
executive committee, and over-all policy determinations 
and developments. On the other hand, outside counsel are 
alert to keep the legal department and other internal per- 
sonnel advised of important changes in the law and of 
important developments in government regulations and 
rules, including tax and pension matters.” 


In this connection, a hardware manufacturer reports: 
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“The practice of occasional joint meetings between our 
legal department and outside counsel has been instituted, so 
that each may be kept reasonably well posted on the over- 
all legal aspects of the company’s operations, and no one of 
our legal components is working at cross purposes with any 


other.” 


VARIATION CONSIDERED SIGNIFICANT 


Respondents feel that a company’s organization for 
legal work must be designed to meet the individual 
needs of the company. The president of a food company 
writes that “the fact that highly successful American 
business organizations vary widely in the way they 
handle their legal affairs is probably the most significant 
indication that one pattern will not work for all.” 


A metalworking executive says in summary: 


“Differ- 


ent companies approach their problems differently, but 
the primary concern should be the provision of adequate 
legal service at the lowest cost to the company.” 


Sorrect M. Marues 
G. CLarKk THompson 


Division of Business Practices 


Mergers and Acquisitions 
May 11, 1959—June 10, 1959+ 


(Concluded from September, 1959, issue) 


Acquirer _ ; 
Description and Assets in Millions 


Rapid-American Corp. ($70.9) 
Printing plates, matrices and metal 
signs mfr.; lithographer and letter- 
press printer 
Revere Copper & Brass, Inc. ($120.4) 
Non-ferrous metal products mfr. 
Ritter Co. ($17.6) : 
Dental and medical equipment mfr. 


Rockwell-Standard Corp. ($138.0) 
Automotive metal products mfr. 


Royal Industries, Inc. ($3.6) 
Aircraft, armament and missile com- 
ponents, digital control units and 
amplitudes mfr. 


Rupert Diecasting Co. 
(Sub. of Pierce Industries, Inc.) ($7.1) 
Mechanical governors, automatic 
chokes, jet engine and missile com- 
ponents and die castings mfr. 

St. Louis Steel Casting, Inc. ($2.1) 
Carbon steel valves and other steel 
castings mfr. 


Schaffenhausen Corp. (n.a.) 


Schlumberger Ltd. ($140.6) 
Electronic equipment mfr, and oil 
well driller 


Scholastic Magazines, Inc. (n.a.) 
Magazines publisher 


Seeman Brothers, Inc. ($13.2) 
Wholesale food distributor 


Signal Oil & Gas Co. ($210.0) 
Integrated petroleum products pro- 
ducer 

A. O. Smith Corp. ($130.5) 
Commercial water heaters, central 
heating and air conditioning equip- 
ment, gas-fired boilers, automobile 
frames and welded pipe mfr. 


Acquired Unit 
Description and Assets in Millions 


Osborn-Midwest Paper Co. (n.a.) 
(Sub. of Allied Paper Corp.) 
Paper school supplies, envelopes and 
social stationery mfr. 
Edes Mfg. Co. (over $.5)* 
Metal photo-engraving plates mfr. 
Wilmot Castle Co. (over $1.0)* 
Lights, sterilizers and other apparatus 
for dentists and hospitals mfr. 


Kerrigan Iron Works, Inc. (over $.5)* 


Street lighting poles and other metal 
products mfr. 

Audio Co. of America (over $.1)* 
Miniaturized hearing aids mfr. 


Pacific Electronic Controls Corp. (n.a.) 
Precision potentiometers mfr. 

Missouri Diecasting Co. (over $.1)* 
Castings mfr. 


Marper Investment Co. (n.a.) 
Plant site and building owner (Hazel- 
wood, Mo.) ' 
King & Hamilton Co. (over $.5)* 
(Control of) Farm equipment mfr. 
Computer Systems Inc. 
(80% of stock of) (n.a.) 
Analog computers and allied equip- 
ment mfr, 
“Science World”’ (n.a.) 
(Published by Street & Smith Publi- 
cations, Inc.) 
Seabrook Farms Co. ($17.7) 
Controlling interest in) 
uick-frozen fruits and vegetables 
processor 
Bankline Oil Co. ($13.2) 
Integrated petroleum products pro- 
ducer 
Burks Co. i 
aps aie Fuel Filter business of) 
n.d. 


Acquirer 4 
Description and Assets in Millions 


Smith Management Co. (n.a.) 
Theater chain operator 


Specialty Electronics Development 
Corp. (n.a.) 
(Formed by merger of) 


Spencer Kellogg & Sons, Ine. ($52.3) 
Soybean, linseed, cottonseed and 
castor oils, meals and feeds mfr. 

Standard Oil Co. (New Jersey) 

($9,478.7) 
Integrated petroleum products pro- 
ducer 


Standard Packaging Corp. ($62.9) 
Writing papers, packaging and other 
paper products mfr. 

Standard ae, Equipment Mfg. 

Co. ($16.5) 
Railroad freight car equipment, 
aluminum and fiber glass boats and 
machinery fastening devices, etc., 
mfr, 

Standard Steel Corp. (over $1.0)* 
Rotary dryers, kilns, sugar machinery 
and asphalt plants, etc., mfr. 


Stepan Chemical Co. ($7.4) 
Organic chemicals mfr, 


J. P. Stevens & Co., Inc. ($316.0) 
Textiles mfr. 


Strong Cobb Arner, Inc. 
(Formed by merger of) 


Stuart Hall Co. (n.a.) 


Studebaker-Packard Corp. ($115.3) 
Passenger cars and trucks mfr. 


Texaco, Inc. ($3,111.5) 
Integrated petroleum products pro- 
ducer 

Textron, Inc. ($187.6) 
Textiles, metals, electronic products 
and machinery mfr, 


Tidewater Oil Co. ($810.7) 


(Affiliate of Getty Oil Co. and sub- 


sidiaries) 
Integrated oil producer 

Topp Industries, Inc. ($11.3) 
Electronic parts and systems mfr, 


Towle Mfg. Co. ($5.5) 
Sterling silver tableware and other 
silversmiths’ products mfr. 


Triangle Refineries, Inc. 

(Sub. of are an Oil Industries, 
Inc.) ($167.5 

Integrated oil aa gas producer 

United Cuban Oil, Inc. ($1.2) 
Oil and gas producer 

United States Gypsum Co. ($300.5) 
Gypsum products and building mate- 
rials mfr. 

Vendo Co. ($15.4) 
omens merchandising equipment 
mfr 

Walnut Grove Products Co. ($4.9) 
Livestock feed supplements, minerals 
and pre-mixes mfr, 

Waltham Watch Co. ($.4) 
Watches and timing devices importer 
and assembler, etc. 


Acquired Unit 
Description and Assets in Millions 


Hollywood Theater (Atlantic City, 
N. J.) (n.a.) 

Center Theater (Atlantic City, N. J.) 
(n.a.) 

Shore Theater (Atlantic City, N. J.) 
(n.a.) 

Roxy Theater (Atlantic City, N. J.) 
(n.a.) 

a  waae (Atlantie City, N. J.) 


Elsin Electronics Corp. (over $.1)* 
(Affiliate of General Transistor Corp.) 
Telemetering systems mfr. 

Specialty Engineering & Electronics Co. 

(over $.3)* 
Electronic test equipment mfr, 

Purcell Seed Co. (n.a.) 

eed milling and seed firm 


Globe Fuel Products, Inc. (n.a.) 
(Sub. of Pittston Co.) 
Petroleum products wholesaler 


South Side Petroleum Co. (n.a.) 


National Metallizing Corp. Ae a.) 
Metallized plastic films mf 


George T. Murphy Co. (n.a.) 
Glass fiber products mfr, 


| Cambridge Co. (n.a.) 


(Sub. of Carrier Corp.) 

Equipment for the storage and trans- 

portation of liquefied gases mfr. 
Maywood Chemical Works (over $1.0)* 

(Over 80% of stock of) 

Lithium, thorium, rare earth chemi- 

cals and detergents, etc., mfr. 
Bordon Mills, Inc. (n.a.) 

Print cloths mfr. v 
Strong, Cobb & Co., Inc. ($3.1) 

‘ustom pharmaceuticals mfr, 

Arner Co., Inc. (over $1.0)* 

Customs pharmaceuticals mfr. 
Hanson Paper & Envelope Co. (n.a.) 


Gering Products, Inc. (over $1.0)* 
aoe eompounds and garden hos 
mfr 

Experiment, Inc. (over '$.3)* 
High-energy fuels research 


Schafer Custom Engineering (n.a.) 
Radio and television automation 
equipment mfr. 

Pittsburgh Steel Foundry Corp. ($6.9) 
Steel castings and rolling mill equip- 
ment mfr. 

George W. Hall Sales Corp. (n.a.) 
Gasoline products distributor 


United States Semi-Conductor Prod- 
ucts, Inc. (over $1.0)* 
Silicon diodes mfr. 
Mueck-Cary Co. 
(Business of) (n.a.) 
Silversmiths 
Cotton Valley Solvents, Inc. (n.a.) 
Aliphatic naphthas mfr, 


Balcones Corp. (n.a.) 
Oil and gas producer 


American Rock Wool Corp. ($5.6) 
Mineral wool insulation mfr, 


Stoner Mfg. Co. (over $1.0)* 
Automatic vending machines mfr, 


Ocoma Foods Co. (over $1.0)* 
ae poultry and prepared foods 


alan Ine. (n.a.) 
Watch movements importer 


1See The Conference Board Business Record, November, 1957, for sources and 


methods use 


* Estimated minimum capital from ‘‘Thomas’ Register of American Manu- 


facturers, 1959”’ 


(Mergers continued on page 487) 
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Dwelling units in millions, seasonally adjusted annual rate. Dollar value in billions, seasonally 
adjusted annual rate Source: Department of Commerce 


IVATE HOUSING STARTS in March of 1958, 
Ps the trough of the 1957-1958 recession, were 
running at an annual rate of 920,000. In April of 
this year, the starts rate was over 1.4 million, a tidy in- 
crease of about 55%. In the same period, the dollar 
value of residential building put in place rose from 
about $16.8 billion (annual rate) to $23.2 billion. From 
first-quarter-1958 to second-quarter-1959, almost 12% 
of the rise in national output (almost 18% of the rise 
in final demand) occurred in residential building. 


ROLE OF BUSINESS INDICATOR 


In the past six months, however, housing has begun 
to provide some evidence in support of the ancient adage 
that links what goes up with what comes down. Pre- 
liminary estimates for August place the seasonally ad- 
justed rate of private starts at 1.34 million, about 7% 
below the April peak. And by August the spending rate 
for residential construction put in place had fallen about 
8%, despite a slight further advance in construction 
costs. Starting in the late spring of 1959, investors have 
taken an increasingly jaundiced view of building ma- 
terial stocks. By late September, stocks of companies 
supplying the construction industry were more than 
10% below their level of early June, although the market 
as a whole had declined only 4%. 

A tendency of housing starts to anticipate movements 


of general business has now been rather soundly docu- ° 
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RESIDENTIAL BUILDING: 


A TREND IN TROUBLE? 


mented in three postwar downtrends and three up- 
trends. Unlike many such historical lead-lag relation- 
ships, the lead of housing starts over general business 
is very largely explainable. The explanation runs in 
these terms: (1) there is a large latent demand for new 
and improved housing; (2) the limit on the rate of 
housing starts thus lies not in real demand but in the 
financing of residential building activity; (3) the cyclical 
behavior of credit demand and the supply of funds is 
such that interest rates on mortgages—particularly the 
fixed-interest government-guaranteed mortgages—are 
attractive to lenders in times of easy money, unattrac- 
tive in expansionary periods of tight money. 

Experts in the housing market expect the starts rate 
to drift down only slightly for the next several months. 
While tight money is persistently undercutting the 
starts rate, the other government agencies involved, as 
well as private lending institutions operating in the 
mortgage field, have funds, commitments and/or 
insuring authority to support a relatively high rate of 


mortgage financing through the remainder of the year. 
Charts and text continue— 
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Index numbers, 1941-1943=10 Source: Standard & Poor's 


Housing Starts and the Business Cycle 


16 I30 


HOUSING 
STARTS* 


“ Seasonally adjusted annual rate, hundreds of thousands 
® 1947-1949=100, seasonally adjusted 


In 1948, the rate of housing starts declined before the peak in industrial 
production; in 1949, the starts rate led the uptrend of industrial production. 
In the second postwar cycle, the starts rate similarly led—slightly at the 
1953 peak, and substantially at the 1954 trough. By the time general 
business had reached its 1957 peak, the rate of housing starts had been 
declining persistently for two years; and the lead of housing starts at the 
1958 trough was considerable, too, if the abrupt reduction in the starts rate 
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in February and March of 1958 (largely attributable to weather conditions) 
isignored. As business activity rose sharply in the first half of 1959, 
and the supply of funds tightened, the starts rate turned irregular and 
then began to subside in a pattern similar to its behavior in the first 
half of 1955. In the above charts, the scale for housing starts is about three 
times the scale for industrial production; the amplitude of changes in the 
starts rate is thus substantially greater than that of changes in industrial activity 


Conventionally Financed Starts Climb to New Peak 
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1954 1955 1956 


The tendency of the total starts rate to lead the general business cycle 
is largely a reflection of the pattern of FHA-VA starts, and the sensitivity of 
such starts to changes in interest rates. Conventional mortgages (i.e., those 
that are not financed by government-guaranteed mortgages, on which the 
interest rate is free to rise and fall with the market) have tended to move 
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with the cycle rather than against it and have displayed a significant 
secular uptrend in the past half decade. If the pronounced seasonal! 
pattern is ignored, a broad cyclical decline is apparent in the government- 
guaranteed starts from early 1955 through mid-1957 with the pace of 
the ensuing recovery seemingly broken in early 1959 
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The Starts Rate and the Cost of Money 
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While many other factors influence the starts rate, its trend bears a clear 
inverse relation to the interest rate trend, as illustrated by the corporate 
bond yield and the commercial paper rate. In 1953 and 1957, the culmina- 
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tion of a rise in interest rates was accompanied by a depressed level of 
starts; in 1954 and 1958, the subsidence of interest rates was associated 
with a spectacular climb in housing starts 


Operations of Fannie May: A Record Rate of Mortgage Purchases 
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As an offset to the volatile behavior of government-guaranteed starts 
resulting from their fixed interest rate, the Federal National Mortgage 
Association (a government agency affectionately known to mortgage deal- 
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ers as Fannie May) maintains a secondary market for FHA-VA mortgages. 
In effect, it is a net buyer of mortgages during periods of tight money, and 
a net seller at times of easy money, when mortgages are in demand 


Metalworking Appropriations Gain Momentum 


HE METALWORKING industries! are ear- 

marking a rising volume of funds for capital 

spending. Gains in capital appropriations have 
occurred not only at an accelerated pace but in ever 
greater number than they did in 1958. 

New appropriations in the first quarter of 1959 were 
more than twice their year-ago amount after leveling 
out in the second half of last year from their steep first- 
half decline. In the second quarter they rose further to 
two and one-half times the volume set aside in the same 
period of 1958. As a result, new approvals matched 
their rate in the second quarter of 1957, when business 
was at a peak. First-quarter authorizations, in contrast, 
were more than 10% below the survey peak established 
in the same period two years before. ' 

Along with further sharp gains in the machinery in- 
dustries, all the transportation equipment divisions 
altered their restrained approach of earlier quarters 
and raised their investment sights. The instrument and 
metal furniture industries also boosted their recent 
spending approvals at a far greater rate than in the first 
quarter of 1959. Appropriations in the primary metal 
and fabricated metal product groups advanced well be- 
yond second-quarter-1958 levels, but tapered off from 


the dramatic rates of increase posted in the first quarter 


of this year. 

These gains in depth and breadth signify the quick 
return of confidence to the metalworking industries 
after the setbacks suffered in 1958. The second-quarter 
boost also suggests something of the stimuli presented 
by intensified competition and the drive for lower pro- 
duction costs and for larger market shares in the rising 
economy of the 1960’s. 


TECHNIQUES AND COVERAGE 


This is the fifth in a continuing series of quarterly re- 
ports on capital appropriations newly approved in the 
metalworking industries. Financed by Iron Age, the 
present study is an attempt to present in more precise 
industrial detail the appropriation trends described in 
Tue CONFERENCE Boarp’s quarterly survey of capital 


1 Metalworking is defined in the present study to include the fol- 
lowing major industrial classifications: metal furniture, primary 
metals, fabricated metal products, machinery (except electrical), 
electrical machinery and equipment, transportation equipment, and 
instruments and related products. Excluded from the present survey 
are the metalworking industries in ordnance, for reasons of national 
security; also miscellaneous metal manufacturing industries, since 
they represent a small fraction of the total and typically include small 
companies for which capital budgets are lacking 


appropriations of the 1,000 largest manufacturing com- 
panies.! In addition to delineating industry units more 
sharply, the metalworking survey covers those areas 
that are susceptible to the earliest and largest shifts in 
market demand—capital goods and consumer durables. 

The appropriation data shown in table 9 differ 
slightly from corresponding figures in the previous re- 
port owing to the fact that in the early period of a new 
survey the size and composition of the samples tend to 
vary.2 This change in sample size has caused mostly 
minor alterations in the levels of reported and estimated 
appropriations. The data for the present sample, how- 
ever, were recomputed from the initial quarter of the 
survey to provide an internally consistent series. Table 
9, therefore, presents the appropriation record for an 
identical set of companies reporting for the full two and 
one-half years of the metalworking survey. 


VOICES IN THE RISING CHORUS 


Perhaps the most encouraging event revealed by the 
latest survey is the strong surge of investment authori- 
zations which occurred in the transportation equipment 
industries. Earlier reports in this series called attention 
to the slowly but steadily increasing number of es- 
tablishments that reported higher approvals in 1958 
and 1959 quarters as compared with corresponding 
year-ago periods. They also indicated how this trend 
might be expected to bear fruit in larger dollar ap- 
propriations for the industry as a whole. This expecta- 
tion has now been realized, as total authorizations 
stood about 230% above the volume in the second 


1 The greater detail of this survey is achieved by classifying each 
reporting company by its “establishments.” This is an analysis by 
principal product in accordance with the three-digit system of the 
Standard Industrial Classification Manual (SIC), The methods de- 
veloped to carry out this study of trends at the level of individual 
establishments were described in the first report in this series pub- 
lished in The Business Record of December, 1958. (Reprints of all 
articles in this series are available upon request.) 

The base from which the survey sample is drawn is composed of 
1,027 companies, each of which has at least one plant employing 500 
or more production workers. This group of companies operates 1,422 
separate establishments, comprising 2,076 plants. The present study 
is the result of responses from 458 companies reporting for 684 
divisions or establishments, and covers the activity of 1,159 plants 


2The number of companies responding this time, for example, 
declined from 467 to 458. The number of divisional reports similarly 
fell from 695 to 684. One fourth of these reports come from the broader 
appropriation study conducted with the financial sponsorship of 
Newsweek. These were the companies with only a single three-digit 
classification, for which there was no need to report the same figure 
twice. The second-quarter findings of this broader study appeared in 
The Business Record for September, 1959 
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quarter of 1958, and more than 70% higher than that 
in the same period of 1957. 

Probably the most important factors in this jump 
were the resurgence in automobile sales this spring 
(the first such “seasonal” rise since 1955) and the com- 
petitive challenge of the increasingly successful domestic 
and foreign economy cars. The railroad industry also 
enjoyed an increasing volume of freight business in the 
first half of 1959 at the same time that the condition of 
its rolling stock was receiving widespread critical ap- 
praisal. These and other forces may largely account for 
the rebound in capital approvals in the transportation 
equipment industries. 

These industries were not the only star performers, 
however. Compared with the second quarter of 1958, 
appropriations in the recent survey period soared in 
electrical machinery, instruments, and metal furniture. 
The nonelectrical machinery industry held even with its 
rate of growth in the first quarter of 1959; and primary 
metals, while far outstripping the year-ago approval 
volume, increased appropriations at a lower rate than a 
quarter earlier. 

Whereas every major industry group set aside more 
funds for capital spending in the second quarter of 1959 
than during the same period of 1958 (see table 1), only 
four of the seven exceeded the volume of authorizations 
made near the peak of the last business expansion in 
the second quarter of 1957. The groups which have now 
surpassed this mark—all by substantial margins—are 
metal furniture, electrical machinery, transportation 
equipment, and instruments. 

The primary metal and nonelectrical machinery in- 
dustries, on the other hand, approved about 30% less 
in the latest reporting period than they did two years 
ago. (The first-quarter upsurge in primary metals raised 
that group about 25% higher than in the first quarter 
of 1957.) The metal fabricators almost equaled their 
approval volume of the second-quarter-1957. 

Thus, while all of the major industries have traced a 
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pattern of pronounced recovery from the 1958 contrac- 
tion, not all of them have yet lifted capital approvals 
to the height reached near the peak of the capital spend- 
ing boom in 1957. 

In keeping with their first and second quarter ap- 
propriation records, all the major industry groups set 
aside more for spending in the first half of 1959 than in 
the comparable period of 1958. The margins varied from 
50% in fabricated metal products to over 320% in metal 
furniture. 


APPROPRIATIONS PER WORKER 


Data have been obtained on the average number of 
plant workers employed during 1957 in each company 
and division. Capital appropriations per worker can 
therefore be presented for the three-digit industries. 
This information will enable a reader to compare his 
firm’s approval rate, by divisions, with the average of 
the reporting companies or establishments engaged in 
the same lines of business. 

These per worker appropriation figures also show the 
relative levels of expected capital requirements among 
the various industries on a statistically comparable 
basis. The average number of production employees 
by establishment in the year 1957 is used as the base to 
adjust the annual volume of appropriations for size of 
industry. Caution, however, is advised in interpreting 
differences in appropriations per worker among the 
divisions, since the influence of variations from industry 
to industry in the prevailing relationships between fixed 
capital and labor input may not be wholly known and 
allowed for. 

Since the amount of appropriations per worker is an 
average figure, it can become unduly high or low when a 
major company in any division appropriates unusually 
large or small amounts. In order to avoid irregularities 
of this sort, dollar approvals per worker are shown as 
an average for the latest four quarters. By using this 
method of tabulation, a company making use of the 


Table 1: Capital Appropriations in Metalworking, 1957-1959 


Money figures in millions of dollars 


Capital Appropriations Approved 
During: 


Industry SIC First Half: 
Code 

1958 1959 
MUG CUUEUNOECUT EY case. eps Barre is) + + sasidicinisvatnls 25 2.6 10.8 
EUMATYLMELAIS| [i eis.c/lols cyt ea che s «ede e 33 209.6 790.5 
Fabricated metal products...... 5 84 55.0 82.3 
Machinery (except electrical) 85 160.6 272.9 
Electrical machinery and equipment..... 36 83.5 151.9 
Transportation equipment............. 37 234.3 400.2 
Pristruments,etc.5 {Nese edelele sted dle 38 12.4 29.3 
Total reported in metalworking!........ xc 757.9 1,787.9 

Total estimated metalworking?......... 1 1,180 2,668 


Based upon returns from 458 companies reporting 684 separate industry groups 


Percentage Changes: 


Second Quarter: II 59 II 59 1st Half ’59 
over over over 

1957 1958 1959 II 58 Il ’57 Ast Half ’58 
i 1.0 9.2 803 765 323 
354.0 92.3 250.4 171 — 29 Q77 
38.3 95.8 36.8 43 — 4 50 
165.7 67.6 114.2 69 — $1 70 
45.1 38.7 90.7 134 101 82 
137.3 714 235.3 229 71 71 
7.6 4.8 14.3 197 87 136 
749.0 301.7 750.9 149 0 129 
1,197 482 1,186 146 — 1 126 


1 Excludes ordnance and accessories, SIC code 19, and miscellaneous metal manufacturing, SIC code 39 


2 Estimated for universe described in table 10. This includes metalworking companies with at least one plant of 500 production workers or more in 1957. Calculated by dividing 
reporting companies’ appropriations in each period by the coverage ratios indicated in table 10, and summing the quotients 


Source: Tur Conrerencre BoarD 
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Approval Pace Quickens 
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Percentage comparison between appropriations approved in quarters of 1958 and 1959 and 
in corresponding year-earlier quarters 


Based upon reports for 684 metalworking divisions. See table 9 
* Includes metal furniture (SIC 25) not shown separately 
Source: The Conference Board 


data can place more reliance upon a comparison of 
its appropriation performance with that of other similar 
establishments. 

Among the major metalworking groups listed in 
table 1, capital funds newly approved per worker during 
the latest four quarters ranged from $540 in the trans- 


Table 2: Capital Appropriations Reported in 
Primary Metals, 1957-1959 


Percentage Changes 


in Appropriations! Appropria- 
SIC tions per 
Industry Code II’59 = IL’59 Ist 4] ’59 Production 
over over over Worker* 
II ’58 IL’57 Ist 4’68 
Blast furnaces, steel works : 
and rolling mills....... 331 153 33 380 2,854 
Tron and steel foundries... 332 124 —AT7 100 480 
Primary smelting non- 
ferrous metals?........ 333, 334 880 —T76 69 1,639 
Rolling, drawing, extruding 
nonferrous metals...... 335 127 —69 133 1,110: 
Nonferrous foundries. .... 336 N.S. 395 70 467 
Miscellaneous primary 
metalsssee. ene te 339 9 13 44 579 
LOU Trem ee ee sa 171 =—29 277 2,070 


* In dollars per production worker, based on appropriations made from Ill '58 through 
1°59 and plant employment of reporting companies in 
1 Derived from the dollar figures shown in table 9 
2 Includes secondary nonferrous smelters, SIC code 334 
n.s.: Percentage changes of 1,000% or greater are not shown. See table 9 for dollar 
igures 
Source: Toe CoNFERENCE Boarp 


portation equipment industries to $2,070 in primary 
metals. 

For all companies providing the data the rate was 
$1,011, as against an estimated $988 for all com- 
panies reporting and not reporting. 


UPSURGE SPREADS IN PRIMARY METALS 


In the second quarter of 1959, the nonferrous smelters 
and foundries sharply reversed the cutbacks made dur- 
ing previous quarters. This change in estimates of 
capital requirements confirmed the earlier indications 
of a much improved business outlook in the primary 
metal industries. 

Appropriations in the iron and steel foundry division 
continued to rise at an increasing pace during the recent 
survey period. The rate of growth of capital approvals 
in basic steel (SIC 331) declined to a more sustainable 
level from the phenomenal 650% gain in the first quarter 
of this year over the same quarter a year ago. The basic 
steel industry’s recent increase of more than 150% in 
approval volume over the second quarter of 1958 com- 
pares favorably with the average gain for metalworking 
as a whole. This development reflects an underlying 
strength in the outlook for basic steel products that 
may continue for some time, once the uncertainty posed _ 
by the steel strike disappears. 

Except for the blast furnace, nonferrous foundry, and 
miscellaneous primary metal divisions, the general - 
boost in the latest quarter did not lift primary metal 
appropriations above the amounts earmarked for spend- 
ing in the second quarter two years ago. This failure of — 
some of the primary metal divisions to surmount the 


‘previous peak in appropriations can readily be at- | 


tributed to the severe curtailments—averaging about © 
75%—made in second-quarter-1958 appropriations com- 
pared with the volume approved in the same quarter 
of 1957. Basic steel kept up its strong record in this 
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Table 3: Capital Appropriations Reported in 
Fabricated Metal Products, 1957-1959 


Percentage Changes 


in Appropriations! Appropria- 
SIC ————————————_ tions per 
Industry Code Il’59 =IL 59 «1st 44’59 Production 
over over over Worker* 
II ’58 IL ’57 1st 144 ’58 
Metal cans.............. 341 59 Cs 64 1,225 
Cutlery, hand tools, hard- 
WDE R IN Sains wes cc, | DAZ n.8. n.c. 733 310 
Heating equipment (except 
electrical), and plumbing 
MPELIITES: oiisle ices ccm s » B49 53 —59 il 552 
Fabricated structural 
products.............. S44 —34 —52 —25 866 
Screw products and rivets. 345 244 42 101 778 
Stampings.............. 346 85 5 214 590 
Miscellaneous coating and 
engraving on metal; 
wirework and wire 
Springs. . 502.2522 5-.-947, 348  1.c. 35 15 266 
Miscellaneous fabricated 
metal products........ 349 -—34 —48 —2@1 374 
UNG. Se 6 43 — 4 50 663 


* In dollars per production worker, based on appropriations made from Ill '58 through 
1'59 and plant employment of reporting companies in 1957 


1 Derived from the dollar figures shown in table 9 


n.c.: Not calculated; in each case appropriations rose from a net cancelled to a net 
yositive amount 


n.s.: Percentage changes of 1,000% or greater are not shown. See table 9 for dollar 


Source: Tus ConrerEncre Boarp 


respect, and was joined by the nonferrous foundry and 
miscellaneous primary metal industries. 

The recovery in the nonferrous divisions is encourag- 
ing in view of the unsettled price situation that has beset 
them since 1956. Evidently, improved business and 
normal competitive pressures are causing the enlarged 
How of funds into the capital spending channels of all 
the primary metal industries. Further evidence of the 
recovery can be seen in the larger volume of new ap- 
propriations approved by all the primary metal cate- 
zories during the first half of 1959 as compared with 
that in the first half of 1958. 


MORE GAINS IN METAL PRODUCTS 


The fabricated metal products group scored further 
1dvances in the second quarter of 1959, aided materially 
oy reversal of earlier declines in the heating equipment 
und plumbing fixtures division and in the engraving and 
wirework industries, and by a leap in the screw products 
livision. (The latter group raised its appropriation pace 
ubove the same year-ago periods from 7% in the first 
yuarter of this year to 244% in the second.) : 

Continuing uncertainty about the long-term heavy 
onstruction outlook during the second quarter of 1959 
eems reflected in the faltering trends of authorizations 
nade by firms in the fabricated structural products in- 
lustry. The 34% fall in the industry’s appropriation 
ipprovals between the second quarters of 1958 and 1959 
was foreshadowed in the previous quarterly report, 
which showed that approvals declined 25% between the 
ourth quarter of 1958 and the first quarter this year, 
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Scope of Upturn Widens Further 
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Comparison of quarters in 1958 and 1959 to same quarters a year earlier: percentage of 
companies or divisions reporting higher capital appropriations. Based upon 684 individual 
company or divisional reports. See table 8 


* Includes metal furniture (SIC 25) not shown separately Source: The Conference Board 


whereas the decline was 15% between the corresponding 
periods a year earlier. All divisions except heating equip- 


Most Metalworking Industries Sharply Boost Approvals 
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quarter- 


business lowered their second-quarter authorizations 
below the year-earlier volume. 

Of the eight principal three-digit classes of nonelec- 
trical machinery, four exceeded their second-quarter- 
1957 appropriations during the latest reporting period. 
These groups were farm equipment, construction equip- 
ment, special industry machinery, and general indus- 
trial machinery. The remaining four divisions had sub- 
stantial ground to cover before passing the mark set in 
the second quarter of 1957. 


NEW BOOST IN ELECTRICAL MACHINERY 


The capital approval record for the electrical ma- 
chinery industries during the second quarter of 1959 is 
one of renewed vigor. Every member of the group ac- 
celerated its rate of authorization over the similar year- 
ago periods between the first and second quarters of 1959 
except communication equipment, which reduced its 
growth from 18% to 8%, and electronic components, 
which lowered its rate from 175% to 109%. Too, all 
divisions except communication equipment raised ap- 
provals by large margins above both the second quarter 
of 1958 and the same period in 1957. 

Communication equipment aside, the increases over 
1958 ranged from 95% for electrical transmission equip- 
ment to 289% for electrical industrial apparatus. The 
rise above the 1957 quarter varied from 62% for radio 
and television to 232% for electrical industrial apparatus; 
the first-half to first-half comparison for 1959 and 1958 
reveals the same situation. Clearly, the appropriation 
record of electrical machinery makes it a potential 
leader in capital spending during the year ahead. 


TURNABOUT IN TRANSPORTATION EQUIPMENT 


Every division of the transportation equipment in- 
dustry, vigorously led by motor vehicles, lifted its 
spending objectives above those in the second quarter 
of 1958. Previously the volume of new approvals during 
the first quarter of 1959 had matched that of early 1958, 
after a declining trend which extended throughout 1958. 
But in the second quarter, the motor vehicle division 
changed its five per cent decline in the prior quarter to 
an increase of more than 350%; the aircraft industry 
accelerated its approval rise from 19% to 57%; ship- 
builders reversed the earlier 17% drop into a jump of the 
same magnitude; and railroad equipment manufacturers 
moved from a cutback of 28% to a 34% rise. 

The upsurge in motor vehicle appropriations was 
strong enough to carry it 200% higher than in the second 
quarter of 1957. Appropriation approvals in the other 
three sectors of the industry were still below this 
seasonal mark of two years before. In the first-half to 
first-half comparison, only motor vehicles and aircraft 
moved above the 1958 volume. 


INSTRUMENTS ADVANCE SHARPLY 


The rate of growth in capital approvals by the in- 
strument group once more gained in the second quarter 
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Table 4: Capital Appropriations Reported in 
Machinery (Except Electrical), 1957-1959 


Percentage Changes 


in Appropriations! Appropria- 
SIC ————————_ tions per 
Industry Code IL’59 =I1’59 1st 44’59 Production 
over over over Worker* 
II ’58 II ’57 1st 44’58 
Engines and turbines. .... 351 lll —78 224 743 
Farm machinery and farm 


tractors) yeahs, wie ots 352 49 130 125 1,919 
Construction, mining, 
material-handling 


equipment............ 353 411 63 89 1,591 
Metalworking machinery 
and equipment?........ 354,359 76 —20 52 380 


Special-industry machinery 355 19 20 64 2,834 
General industrial machin- 

ery and equipment..... 356 155 67 84 1,001 
Office, computing, account- 

ing, and store machines. 357 18 —69 12 1,816 
Service industry machines. 358 —39 —45 —18 464 


Hotta Ph Seah 3 isle eh hey - 69 —8s1 70 1,245 


* In dollars per production worker, based on appropriations made from Ill '58 through 
"59 and plant employment of reporting companies in 1957 


1 Derived from the dollar figures shown in table 9 
2 Includes miscellaneous machinery, SIC code 359 
Source: THs ConrERENCE BoaRD 


Table 5: Capital Appropriations Reported in 
Electrical Machinery and Equipment, 1957-1959 


Percentage Changes 


in Appropriations! Appropria- 
SIC tions per 
Industry Code II’59 =s«s1L.’59 = Ist 1459 Production 
over over over Worker* 
II 58 IL ’57 = 1st 44’58 
Electrical transmission 
equipment... 44. sa. a... 361 95 157 31 839 
Electrical industrial 
APPALACUS 40s <.ccmwe ees 362 289 239 127 807 
Household appliances..... 363 220 82 80 603 
Electrical lighting and wir- 
ing equipment......... 364 276 116 121 487 
Radio and TV receivers... 365 Q17 62 138 267 
Communication equipment 366 8 12 13 3,138 
Electronic components.... 367 109 200 136 1,242 
Miscellaneous electrical 
equipment........523 52 369 235 87 119 651 
AG LEN ROR ee ee RE 134 101 82 909 


* In dollars per production worker, based on appropriations made from Ill '58 through 
ll "59 and plant employment of reporting companies in 1957 


1 Derived from the dollar figures shown in table 9 
Source: Tor ConreRENcE BoarD 


of 1959. After their contraction ended in the final 
months of 1958, appropriations shot up smartly to al- 
most 100% above the year-ago level in the opening 
quarter of 1959, and leaped in the recent reporting 
period virtually 200% over the volume approved during 
the second quarter of 1958. This rapid improvement 
suggests the key position that this group enjoys as a 
supplier of vital equipment to practically all other 
manufacturing industries. 

The percentage increase for the two largest instru- 
ment divisions from second-quarter-1958 to second- 
quarter-1959 exceeded that from first-quarter-1958 to 
first-quarter-1959—from 157% in the first quarter of 
1959 to 400% in the second for scientific and engineering 
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instruments; and from 67% to 241% for mechanical and 
control instruments. The remaining categories, as a 
group, reduced their tempo from a rise of 91% in the 
first quarter to one of 32% in the second. 

Every division surpassed its second-quarter-1957 ap- 
propriation volume, and the first-half to first-half com- 
parison also shows a large jump. 


GAINS SPREAD TO MORE UNITS 


Appropriation trends within each major metalwork- 
ing industry can be further examined in terms of the 
percentage of establishments or (in the case of single- 
establishment firms) companies with higher or lower 
levels of new authorizations in the latest five quarters 
as compared with the corresponding year-earlier periods. 
In this system, each establishment or company report is 
counted as one unit. Table 8 presents these figures. 

This so-called diffusion of capital appropriations for 
the second quarter of 1959 further supports the indi- 
cations provided by the dollar comparisons that the 
recovery in metalworking approvals is firmly rooted 
and still expanding. More than 50% of the divisions in 
every major industry group reported higher authoriza- 


Table 6: Capital Appropriations Reported in 
Transportation Equipment, 1957-1959 


Percentage Changes 


in Appropriations! Appropria- 
SIC ——_—_—_—_——————__tions per 
Industry Code I1’59 =I ’59 «Ist 1459 Production 
over over over Worker* 
Il’s8 11°57 1st 458 
Motor vehicles and 371, 375, 
equipment?.....,..,... 379 352 201 100 677 
Aircraft and parts........ 372 57 —38 32 410 
Ship and boat building.... 373 17 -65 —12 431 
Railroad equipment...... 374 34 —-10 —12 218 
WBE, A ey oe ae a 229 71 71 540 


P * In dollars per production worker, based on appropriations made from Ill '58 through 
1,’59 and plant employment of reporting companies in 1957 


1 Derived from the dollar figures shown in table 9 


2 Includes motorcycles, bicycles and parts, and transportation equipment, not else- 
where classified, SIC codes 375 and 379, respectively 


Source: Tue ConrereNcE Boarp 


tions in the recent quarter than in the second quarter of 
1958, and the number reporting lower approvals has 
dropped to a survey record. Table 8 shows a continual 
improvement for virtually every category through the 
last five quarters. On the divisional basis, thirty-three 
of the thirty-eight (87%) principal metalworking classes 
reported higher capital approvals in the second quarter 
of 1959 than in the corresponding 1958 period. This 
proportion is much greater than the 74% so reporting 
for the first quarter of this year. All in all, these figures 
show that the rise in appropriations is rapidly gaining 
more and more ground in the metalworking industries. 


INDUSTRIAL COVERAGE 


The percentage of the metalworking industry covered 
in the present survey is described in table 10. In the 
sampling base! there are 4,017,000 plant workers? em- 


1 Revised slightly since the last report on the basis of more recently 


reported information 


2 This is 62% of all plant workers employed in firms with at least 
one plant of twenty or more workers, including the ordnance and 
miscellaneous metal manufacturing groups omitted from the survey 


Table 7: Capital Appropriations Reported in 
Instruments, Photographic Equipment and Clocks, 
1957-1959 


Percentage Changes 


in Appropriations! Appropria- 
SIC tions per 
Industry Code Il’59 IL’59 Ist 14’59 Production 
over over over Worker* 
II 58 IL ’57 1st 4458 


Laboratory, scientific and. 

engineering instruments. 381 400 128 233 822 
Mechanical instruments 

and control instruments. 382 Q41 104 133 838 
Other? say ni Rs ae sees 383-387 32 14 64 524 


Lotal wen... cokes. Sh 197 8&7 136 732 


* In dollars per production worker, based on appropriations made from Ill '58 through 
li '59 and plant employment of reporting companies in 1957 
1 Derived from the dollar figures shown in table 9 


2Includes optical instruments, surgical instruments, ophthalmic goods, photo- 
graphic equipment, and watches, clocks, clock-operated devices, SIC Codes, 383, 384, 
385, 386, and 387, respectively 


Source: ‘Tae ConFERENCE BoarD 


Table 8: Percentage of Companies and Divisions Reporting Higher or Lower Capital Appropriations, 
Latest Five Quarters 


In per cent 


III ’58 over III 57 


IV °58 over IV 57 159 over I ’58 II ’59 over II 58 


Industry II "58 over II ’57 

Higher Lower 
Primary mietals;). “sees ECA ee ee eee 26 67 
Fabricated metal products..................+0056 Q7 61 
Machinery (except electrical)..................-. 29 59 
Electrical machinery and equipment.............. 32 62 
Transportation equipment...............2..00005 32 61 
Instruinents, ete. 9.) ciadin eed ae Here 32 55 
OLA te axle <@ neta yw fetch his Alay epee eas tee aE 29 62 


Higher Lower Higher Lower Higher Lower Higher Lower 
42 49 46 49 59 35 73 22 
41 44 39 57 49 41 52 40 
39 49 43 51 49 4d 62 28 
40 55 51 46 60 37 uw Q1 
36 54 50 42 62 33 67 29 
32 58 65 35 74 23 81 16 
39 51 46 49 56 38 66 27 


1 Includes metal furniture, not shown separately 


Percentages for each quarter do not add to 100 because of divisions which reported no change in level of appropriations 


Based upon reports for 684 individual three-digit industry groups 
Source: Tor ConFeERENCE Boarp 
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ployed in companies having at least one plant of 500 or 
more production workers. Establishments reporting in 
the current study account for 66% of these total plant 
employees, equal to the total industrial coverage in the 
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previous report. Of the thirty-eight divisions given 
separate treatment in this survey, ten have coverage 
ratios of 66% or more. 


Estimated total appropriations for the entire metal- 


Table 9: Capital Appropriations Reported in Metalworking, 1957-1959 


Millions of dollars 


SIC 
Industry Code I 

Reve alararnicure sce Mains sete clecndene shaw Days eats @isyese che 25 22 
Blast furnaces, steel works and rolling mills... .. 331 324.0 
Eroniand steel foundries; 46... /.,.. He << ojo as 332 8.3 
Primary smelting nonferrous metals............ 333 40.3 
Secondary smelting nonferrous................ 334 ‘ 
Rolling, drawing, extruding nonferrous metals.... 335 20.1 
Ponterrous fOUNdTICS sh sss +) os +s IIe 336 19.2 
Miscellaneous primary metals................. 339 3.9 

PRUnArY aTCCAIS coe Sea Mss a's «3 TOR «oN sears Some ealong 
TCEORCANS UR cee meth eee mh, Crean. in 8 MN) 341 14.9 
Cutlery, hand tools, hardware................. 342 17.6 
Heating apparatus (except elec.) and plumbing 

PEREUTES rere Ee AeA oe sais entered: fetta 343 6.3 
Fabricated structural products................ 344 4.1 
Screw products and rivets.................0005 345 10.0 
By AMUDINOS 0 EN traces hn 5 oucic Ristatet «i igh aslabacs! a 346 6.5 
oat ne TENLTA VIN He 6 aya e toes hs asies oe ee te 347 3.4 
Miscellaneous fabricated wire products......... 348 ; 
Miscellaneous fabricated metal products........ 349 5.4 

Fabricated metal products.................. 34 68.2 
Bngines and) turbines: ... sia. eo. dally ow. nes over 351 14.1 
Farm machinery and tractors................. 352 6.0 
Construction, mining, material-handling 

SCHMIPEIETI UR esta ticle oa siete che ouch aed 353 91.8 
Metalworking machinery and equipment........ 354 15.9 
Miscellaneous nonelectrical machinery.......... 359 ; 
Special industry machinery................... 355 22.1 
General industrial machinery and equipment.... 356 20.4 
Office, computing, accounting, and store machines. 357 70.6 
Service industry machines...............20.+5 358 4.5 

Machinery (except electrical)................ 85 = 245.5 
Electrical transmission equipment.............. 361 29.5 
Electrical industrial apparatus................. 362 14.0 
Household appliances: ... sje css see ees eee seen 363 15.6 
Electric lighting and wiring equipment......... 364 3.1 
Radia and: TV receivers 4/.2 0 su... -14's\scde vs sans 865 1.3 
Communication equipment.................... 366 27.0 
Electronic components.............0..000000s 367 8.8 
Miscellaneous electrical equipment............. 369 1.4 

Electrical machinery and equipment......... 36 =. 100.7 
Motor vehicles and equipment................. 371 
Motorcycles, bicycles, and parts............... 375 + 148.6 
Miscellaneous transportation equipment........ 879 
IPCC ALAC MALLS cin <p crete Pasicl: Sah Seis. atollaioncialdr ade 372 =«118.9 
BLIP aNasDOat DUUCING soc sais eects oe ride as « 373 5.5 
Maitroadequipment. Yi sie. eee ss eat 374 1.9 

Transportation equipment.................. 87 274.8 
Laboratory, scientific and engineering 

BEALE AINLETECS Mis, chors pip Ay 2.26 cre shshea dials! Enis tet POAED 9 381 5.6 
Measuring and controlling instruments......... 382 7.0 
Optealfmatruments.. ee soe se al. tee es 383 
Medicallinstrumentsiaa soe 2 fos) Meo eae 384 
Mp EIENATTC OOGS:.% We jee cp haysialarnn Aysieivncg i abedtarns 385 1.7 
Photographic equipment...................... 386 
Watches, clocks, clock-operated devices......... 387 

nStmMents TeLCae wee Neen cotate Mute hayes 38 14.3 

Total reported metalworking’............244-. 1,121.6 

Total estimated metalworking?.............44. Data 


1957 1958 1959 

II Il IV I II Til IV I I 
ea 4.9 1.5 1.5 1.0 1.0 0.5 1.6 9.2 
136.9 92.5 94.5 62.4 72.00 136.1 1048 463.6 182.1 
15.1 14.5 10.0 5.3 3.6 5.1 5.6 9.7 8.0 
116.9 9.3 46.0 31.8 2.9 14.0 8.6 30.3 28.3 
82.3, 13.8 28.4 13.5 11.3 14.6 15.6 32.2 25.7 
0.8 0.2 2.9 2.4 0.3 0.9 0.2 0.8 3.8 
2.1 2.3 1.3 1.8 2.2 3.4 3.4 3.4 2.4 
354.0 132.6 183.1 117.3 92.3 174.2 138.2 540.0 250.4 
12.6 11.8 14.5 ol 8.0 11.3 18.5 12.0 12.8 
—6.5 8.2 6.0 0.7 0 1.1 3.7 3.1 2.8 
7.0 1.3 2.5 3.8 1.9 1.8 3.0 3.5 2.8 
LG 2.6 thes 6.0 8.5 6.3 72 5.2 5.6 
2.8 2.8 3.5 1.8 1.2 Une 4.3 1.9 4.0 
4.5 2.2 2.2 3.9 2.6 6.5 4.5 15.6 4.7 
11 1.1 0.6 2.25 0.8 0.1 0.3 0.7 1.4 
5.2 4.2 4.7 3.7 4.1 2.8 4.5 3.4 2.7 
38.3 34.2 41.0 29.1 25.8 31.6 46.0 45.5 36.8 
32.1 5.4 9.9 5.9 3.3 3.3 8.2 22.9 6.9 
6.2 5.6 6.2 5.2 9.5 18.7 13.4 18.9 14.2 
16.2 7.6 6.7 26.4 5.2 5.3 57.6 33.2 26.4 
8.4 5.6 7.3 6.5 3.8 3.1 5.8 9.0 6.7 
15.0 TA 7.6 13.1 15.1 74 9.1 28.3 18.0 
9.7 9.0 10.3 15.9 6.3 6.8 10.2 24.7 16.1 
72.6 17.7 47.0 18.4 19.3 19.4 31.4 19.4 22.7 
5.6 1.2 2.7 1.4 5.1 1.9 2.0 2.3 3.1 
165.7 59.5 97.9 92.9 67.6 65.9 137.6 158.7 114.2 
4.3 3.2 9.6 8.9 5.6 3.3 17.4 8.1 11.0 
Viet 5.8 6.8 8.7 6.6 3.5 12.4 9.0 25.7 
5.8 3.5 3.8 7.3 3.3 4.7 3.5 8.6 10.5 
2.5 1.2 4.0 2.3 1.4 1.0 5.3 2.8 5.4 
2.1 0.9 1.9 0.8 1.1 0.7 1.4 1.0 3.4 
9.0 3.5 6.1 8.5 9.3 4.8 6.3 10.0 10.0 
74 6.5 6.6 74 10.6 9.5 21.9 20.4 22.2 
1.3 1.5 2.6 1.0 0.7 0.6 1.0 1.3 2.4 
45.1 26.0 41.2 44.8 38.7 28.0 69.2 61.2 90.7 
63.0 43.3 143.7 101.0 42.0 36.7 46.1 95.5 189.8 
69.1 30.1 33.9 51.4 QT A 26.5 67.6 61.0 42.9 
3.6 2.2 1.2 7.5 alee 1.9 3.3 6.3 1.2 
1.6 Pall 3.7 3.0 nical 0.9 1.3 2.1 1.4 
137.3 76.7 182.6 162.9 71.4 66.0 118.3 164.9 235.3 
2.1 2.3 0.5 2.1 0.9 0.8 2.2 5.3 4.7 
3.6 3.3 1.5 3.5 2.1 4.2 3.7 5.8 7.3 
2.0 1.6 4.0 2.0 1.7 1.2 2.9 3.9 2.3 
7.6 72 5.9 7.6 4.8 6.2 8.9 15.0 14.3 
749.0 S8h0.1 668.3 456.2 301.7 $372.9 518.7% 9870 760.9 

D197 547 846 698 482 602 701 1,483 1,186 


1 Excludes ordnance and accessories, SIC code 19, and miscellaneous metal manufacturing, SIC code 39 
2 Estimated for universe described in table 10. This includes metalworking companies with at least one plant of 500 production workers or more in 1957. Calculated by dividing 
reporting companies’ appropriations in each quarter by the coverage ratios indicated in table 10, and summing the quotients 


Source: Tue CoNFERENCE BoarD 
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Table 10: Production Worker Employment in Reporting Companies as Percentage 
of Production Worker Employment in Industry, 1957 


Employment in thousands 


Production 
Worker Production Cooperating 
Employ- Worker Companies 
Industry SIC ment in Employ- as Per- 
Code Firms with _ ment of centage of 
Plants of Cooperating Tota] Em- 
500 or More Companies ployment! 


Metal furniture......... 251, 252, 
253, 254, 
259 31 7s 38 
Blast furnaces, steel works 
and rolling mills....... 331 593 311 52 
Tron and steelfoundries... 332 81 59 73 
uy sa ane ere non- 
errous metals........ 333 
Secondary smelting non- iy ay 2 
ferrous | COV ae ous 2 334 
Rolling, drawing, extruding 
nonferrous metals. ..... 335 115 79 69 
Nonferrous foundries..... 336 19 12 66 
Miscellaneous primary 
MMELAIS Me's, ontnc Tanah tea 339 37 22 59 
Metal cansiwrt endnreki « « 341 AT 45 94 
Cutlery, hand tools, hard- 
WALCO, .s Glaites « Copia vers 342 54 35 64 


Heating apparatus (except 
elec.) and plumbing fix- 


MULES: seeeb co. <5 hy ees 343 33 20 61 
Fabricated structural 

PLOdUCISS on. cn 344 61 28 46° 
Screw productsandrivets. 345 26 15 60 
Stampiigs.. 60 oes ae 346 76 53 70 
Coating, engraving...... 347 
Miscellaneous fabricated Q1 10 AT 

wire products......... 348 
Miscellaneous fabricated 

metal products........ 349 55 36 65 
Engines and turbines.... 351 73 56 76 
Farm machinery and 

RTACLONS Peete ca eee cA 352 60 34 56 
Construction, mining, ma- 

terial-handling equipment 353 118 he! 65 
Metabreriing machinery 

and equipment........ 354 
Miscellaneous nonelec- we SS ot 

trical machinery....... 359 
Special industry machinery 355 48 92 46 
General industrial ma- 

chinery and equipment. 356 88 58 65 


working industry as surveyed are shown at the bottom of 
tables 1 and 9. These estimates were calculated by 
dividing the reported appropriations in each of the 
thirty-eight divisions by the corresponding coverage 
‘ratios shown in table 10 and summing the quotients. 


The Story in Brief 


The metalworking industries once again scored a 
major advance in appropriation approvals during the 
second quarter of 1959. The continuing upturn was large 
and reported by a steadily increasing number of estab- 
lishments. 

This gain in approvals followed the substantial jump 
of the preceding quarter, and was greatly reinforced by 
the new boosts reported by the transportation equip- 


Production 
Worker Production Cooperating 
Employ- Worker Companies 
Industry SIC ment in Employ- as Per- 
Code Firms with _ ment of centage of 
Plants of Cooperating Total Em- 
500 or More Companies ployment! 


Office, computing, account- 


ingand store machines.. 357 76 51 67 
Service industry machines 358 39 20 52 
Electrical transmission 

equipment:=-. >. ss an9s8 361 90 47 53 
Electrical industrial ' 

apparatus). $9. . 25.245. 362 133 63 47 
Household appliances. ... . 363 97 45 AT 
Electric lighting and wiring 

equipment.cts, <6. she 364 55 30 54 
Radio and TV receivers... 365 70 25 35 
Communicationequipment 366 113 51 45 
Electronic components... © 367 95 60 63 
Miscellaneous electrical 

equipment............ * 369 Q7 8 30 
Motor vehicles and equip- 

MENG, 2 isis es oe 371 
Motorcycles, bicycles, and 638 544 85 

VEER 5 Pe EI aria ake aie 375 
Miscellaneous transporta- 

tion equipment........ 379 
Aircraft and parts........ 372 522 484 93 
Ship and boat building.... 373 63 29 AT 
Railroad equipment...... 374 43 26 61 
Laboratory, scientific and 

engineering instruments 381 41 16 39 
Measuring and controlling 

instruments.......... 382 41 Q5 61 
Optical instruments...... 383 
te ee eh ae 384 

phthalmic goods....... 385 
Photographic equipment.. 386 #8 20 26 
Watches, clocks, clock- 

operated devices....... 387 } 

OL ch ticnat eerie PB 4,017 2,640 66 


1 Calculated from unrounded data 
Based upon returns from 458 companies reporting 684 individual industry codes 
Source: Tam ConrrrRENcE BoarpD : 


ment industries. The first-quarter resurgence in ap- 
propriations had been sparked by the machinery manu- 
facturers and by basic iron and steel. Indeed, their 
strong record during the past four quarters has been 
the principal factor in the improved outlook for capital 
spending by the durable goods industries. 

The key to this improvement lay in the recovery in 
business, accompanied by increased corporate income, 
which began in the second quarter of last year. With 
greater profits has come a welcome increase in corporate 
saving which, together with rising depreciation accruals, 
has provided much of the funds for capital investment. 
_ The largest question mark in the immediate future 
of metalworking appropriations is the effect of the post- 
war record-breaking strike in the steel industry. The 

[Continued on page 484] 
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Long-term View 
BILLIONS 
$ 


“ 1959 estimated 


of United States Farm Exports and Imports 


AGRICULTURAL 
IMPORTS 


2° 
SS 


oe 
se 


vee 
255 
CAA 
segeness 
acetes 


aM 
$52 
5X 


tes 


SS 
25% 
4 


EXCESS OF IMPORTS 
OVER EXPORTS 


Sources: Department of Commerce; Department of Agriculture; The Conference Board 


AGRICULTURAL EXPORTS IN PERSPECTIVE 


months of 1959 fell to 7% below their level in the 

comparable 1958 period—despite the fact that 
exports of most agricultural commodities have either 
risen or held steady this year. Mainly responsible for 
this downturn in exports was a $290-million decline in 
shipments of cotton. Agricultural exports, excluding 
cotton, actually registered an 8% gain. 

The bulk of farm commodities thus appears to have 
emerged from its 1958 recession. Agricultural exports 
in 1958, totaling between $3.8 billion and $3.9 billion, 
were 15% below the peak year of 1957. Part of the con- 
traction in 1958 reflected the mild slowdown in economic 
activity abroad (which also affected nonagricultural 
exports) and sizable increases in farm output among 
some of the leading competing markets, particularly in 
Western Europe. 


[on exports of farm products in the first seven 
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Although the 1958 decline was fairly widely distri- 
buted among products, cotton and wheat were most 
seriously affected. Of the $650-million shrinkage in total 
farm exports in 1958, cotton accounted for $390 million, 
or 60%, and wheat for $160 million, or some 25%. Other 
sizable declines occurred in vegetable oils, animal fats 
and oils, meats and soybeans. Among the few com- 
modities that registered gains were barley, grain 
sorghums, and oats resulting from reduced output of 
these grains in Western Europe because of unfavorable 
weather. 


WHEAT AND COTTON DOMINATE 


The general agricultural export figure is heavily 
weighted by cotton and wheat, which together have ac- 
counted for one third to one half of total farm exports in 
each of the postwar years. Substantial shifts in direction 
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of these two products, therefore, can effect striking 
changes in the total. 

Larger supplies of cotton abroad, coupled with the 
lower prices of most of our foreign competitors, have 
been the leading deterrents to cotton exports in the past 
year and one half. The slump in wheat exports in 1958 
occurred primarily because of bumper wheat crops 
among many of our foreign customers and competitors. 
Unlike cotton, wheat exports have strengthened this 
year, partly reflecting increased demand from Europe 
and Brazil, but mainly owing to a substantial increase 
in sales of grains to India for local currency (under 
Public Law 480, discussed later). 

Current indications suggest a moderate pickup in 
agricultural exports in the remaining five months of 
1959. The largest positive factor is an expected upturn 
in cotton exports. A major reason for the recent de- 
terioration in demand for United States cotton has 
been its price disadvantage in the world market. Start- 
ing August 1, however, subsidies to cotton exporters 
were raised, enabling them to sell at prices competitive 
with foreign producers. Cotton exports in the last five 
months of 1959 may be substantially above the first 
seven months—possibly by as much as 25%. (A steep 
downtrend in cotton exports has been in progress since 
the end of 1957; cotton exports fell nearly 40% from 
1957 to 1958, and were off nearly 60% in the first seven 
months of this year as compared with the same period 
in 1958.) 

With the anticipated upturn in cotton exports in the 
second half of this year and rising overseas demand for 
several commodities such as soybeans, fats, oils, and 
feed grains, exports of farm products in the second half 


Four Out of Six Major Farm Exports Are Expected 


To Show Improvement in 1959 
MILLIONS 


$1,200 
1,000 ye eel A 


400 


200 


1956 1957 1958 19594 
“ 1959 estimated 

Wheat includes wheat flour; soybeans include soybean oil 

Sources: Department of Commerce; Department of Agriculture; The Conference Board 


of 1959 seem destined to be higher than in the first half; 
and farm exports for the year as a whole should be only . 
slightly below those in 1958. : 


IMPORTS OF FARM PRODUCTS | 


The United States, as do other heavily industrialized _ 
nations, imports large quantities of farm products. As 
an agricultural importer, it ranks second only to the 
United Kingdom. | 

The dollar value of United States agricultural im-— 
ports generally exceeds its agricultural exports (ell 
chart). These imports have been greater than exports 
in every year since 1925 except 1943-1949 (when war- 
time and postwar needs of foreign customers swelled) 
and in 1956 and 1957. The largest single item in United — 
States farm imports is coffee, accounting for about one 
third of the total. Other imports that make up a sub- 
stantial share of total are cane sugar (11%), crude rub- 
ber (9%), wool (6%), meats (6%), and cacao beans (5%). 

In contrast to exports, agricultural imports in the 
first seven months of this year were running 5% above 
last year’s comparable period. Based on current in- 
dications, total farm imports for 1959 should reach at 
least $4 billion which compares with less than $3.9 
billion last year. 


ECONOMIC IMPACT 


Farm products account for over 20% of total United 
States exports (see chart). This nation, the leading ex- 
porter of farm products in the world, originated 15% to 
20% of the total world trade in farm products in recent 
years. 

Aside from their impact on United States and foreign 
trade, these exports are essential to the farm economy. 
In the postwar years, exports of farm products have ac- 
counted for 12% of cash receipts from marketings. While 
most United States farm products are exported to some 
extent, some commodities depend more heavily on 
foreign markets than others. For example, 25% or more 
of total United States production of cotton, wheat, 
tobacco, soybeans, tallow and rice is exported (see 
chart). 

This high level of exports has also been instrumental 
in siphoning off farm surpluses. In recent years, the 
Commodity Credit Corporation has relied more heavily 
on exports than on domestic outlets as a means of dis- 
posing of its stocks. In the fiscal years 1955 through 
1958, exports accounted for two thirds of total CCC 
disposals of its holdings of farm products. (This pro- — 
portion dropped to about 50% in fiscal 1959, reflecting 
that year’s decline in foreign demand.) 


ROLE OF GOVERNMENT PROGRAMS 


Government programs have been an important stimu- 


lus to farm exports since World War II. From 1946 


through 1949, about 60% of United States exports of 
agricultural commodities moved under government- 
financed programs, primarily direct grants (economic 
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Sver the Long-term Our Farm Product Foreign Trade 
Has Lagged Behind Our Total Foreign Trade 
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Swe eO ws 5: W305 135i o/40 [AB Ie 450 ‘S5iee'60 
* 1959 figures based on estimates 
Sources: Department of Commerce; Department of Agriculture; The Conference Board 


aid,' army and civilian supply and Agriculture Depart- 
ment donations) and direct loans. 

With the recovery of agriculture abroad from war 
devastation, these foreign aid programs began to recede 
and American farm exports dropped sharply in 1950. 
Sparked by the Korean crisis, they turned up smartly 
in 1951 and then proceeded to decline in the second 
half of 1952. With a heavily expanded productive 
plant, farmers were producing far beyond domestic 
consumption. 

In order to avert severe price drops and disastrous 
surpluses, Public Law 480 was enacted in June, 1954, 
providing for sales of farm surpluses for foreign cur- 
rencies, famine and other emergency relief, foreign do- 
nations, and barter. 

Since 1954, and particularly since 1956, government 
programs have again played a sizable part in moving 
agricultural products abroad. In the past four years, 
nearly two fifths of United States farm exports moved 
under government programs. However, of the three fifths 
exported commercially for dollars, a substantial portion 
was sold below domestic market prices either by CCC 
or by exporters who are paid subsidies. Among the 
commodities with significant disparities between do- 
mestic and export prices in recent years are cotton, 
wheat, rice, butter, grain sorghums and nonfat dry 

1 Programs under lend-lease, UNRRA, Interim Aid, United States 


Foreign Relief, Greek-Turkish Aid, Economic Cooperation Admin- 
stration, International Refugee Organization, Mutual Security 
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milk. One half to three fourths of our exports in recent 
years have, in effect, been governmentally assisted, 
directly or indirectly. 

Government assistance programs to move agricultural 
surpluses are employed by many other countries, such 
as Canada, Brazil, Argentina and Pakistan. The meth- 
ods used are roughly analogous to ours—reduced export 
prices, export bonuses, devaluation of foreign exchange 
rates, low-interest credits, grants and barter. 


LONG-TERM TREND 


Although our foreign trade in agricultural products 
performs a prominent function in domestic and world 
economies today, both exports and imports of farm 
products have not kept pace with our nonagricultural 
exports and imports. Agricultural exports averaged 
21% of total U.S. exports from 1952 to 1959, compared 
with 37% for the period 1925-1935, and 44% for 1915- 
1924. This trend probably reflects in part a broad 
change in the relationship between agriculture and 
industry. Agriculture accounted for a much larger share 
of total national output four or five decades ago than 
today; farm output has risen at an average annual rate 
of 1.5% since 1919, as against 3.9% for industrial 
production. 

The economies of other countries have also under- 
gone major transformations. As industrialization pro- 
gressed, the demand for machinery and industrial raw 
materials was probably accentuated. In order to keep 
agricultural imports down as much as possible, so that 
more dollars would be available for capital goods to 


A Substantial Share of Some Farm Commodities 
Goes Abroad 


Exports as a Percentage of Production 
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Exports of wheat used to compute percentage of production include wheat flour, converted 
to grain equivalent; exports of soybeans include soybean oil, converted to bean equivalent 


Sources: Department of Agriculture; Department of Commerce; The Conference Board 
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raise industrial production, greater self-sufficiency in 
agricultural products was emphasized. (Dollar short- 
ages have been a more or less chronic condition among 
our foreign customers since we have always been es- 
sentially an export-surplus country.) Thus the goal of 
building up industrial production also led to greater 
agricultural output. And agricultural machinery to ac- 
complish this end was among the industrial items that 
foreign customers purchased from the United States in 
large quantities. 

Our agricultural imports have similarly declined in 
importance relative to nonagricultural imports. They 
averaged 62% of our total imports from 1915 to 1920, 
approximately 50% from 1920 to 1954, and 31% in the 
past five years. As with the rest of the world, but per- 
haps even in a more marked way, large-scale industrial- 
ization placed an increasing emphasis on buying those 
materials that were needed to expand our industrial 
capacity. More of our requirements for farm products 
were met through expanding agricultural production. 
Consequently, the value of supplementary agricultural 
imports (comprised of products that are similar to, or 
interchangeable with, agricultural products produced in 
the United States) has risen less sharply over the long 
term than those farm imports that are not competitive 
with United States products (such as coffee, bananas, 
etc.). 

From the 1915-1919 average to the 1955-1959 average, 
supplementary agricultural imports have risen about 
70%, while our purchases of complementary farm prod- 
ucts from abroad have more than tripled. The ratio of 
imports of supplementary farm products to total farm 
products averaged 60% in the period 1915-1919, as 
against 45% in the period 1955-1959. 


Sureiey S. Horrman 
Division of Business Analysis 


Business Bookshelf 


Introduction to Business: A Management Approach—An introduc- 
tory textbook on business and its administration. By 
Arthur M. Weiner. Richard D. Irwin, Inc., Homewood, 
Illinois, 1959, 566 pages. $7.80. 


Analyses of Industrial Operations—A collection of case studies 
showing the application of quantitative methods such as 
linear programming to the analysis of a variety of industrial 
operating problems. Edited by E. H. Bowman and R. B. 
Fetter. Richard D. Irwin, Inc., Homewood, Illinois, 1959, 
485 pages. $9.55. 


Basic Business Finance— The book combines both text and case 
materials designed to train the financial manager of a firm. 
By Pearson Hunt, Charles M. Williams and Gordon Donald- 
son. Richard D. Irwin, Inc., Homewood, Illinois, 1958, 911 
pages. $8.40. 

Scientific Manpower in Europe—This book describes, compares 
and evaluates personnel practices for managing scientists 
and engineers in Great Britain, France, Germany and other 
major West European countries. Among the topics dis- 
cussed are the status and future of the scientist in govern- 
ment; concepts, policies and practices on determination of 
pay for scientists; and a comparison of major personnel 


practices in Russia and the United States. By Edward 
McCrensky. Pergamon Press, New York, 1958, 188 pages. 
$6.50. 


Sales Taxation—A discussion of the theory and practice of 
sales taxation in the United States and abroad. By John 
F. Due. Unwerstty of Illinois Press, Urbana, Illinois, 1957, 
896 pages. $5.75. 


Business Planning for Economic Stability—An appraisal of the 
possibilities for contracyclical planning by business, and an 
analysis of the problems involved. By Henry Thomassen. 
Public Affairs Press, Washington, D. C., 1958, 60 pages. 
$2.50. 


Advertising Agency Success—A guide to the successful manage- 
ment of a modern advertising agency, suggesting procedures 
for meeting such agency problems as organization, finance, 
client relations, and copy preparation. By Kenneth Groes-— 
beck. Harper & Brothers, New York, 1958, 259 pages. $5.00. 


Automation, A Study of Its Economic and Social Consequences— 
An inquiry into the economic and social impact of automa- 
tion, including its possible effects upon workers, managers, 
unemployment, costs, production, and economic systems. 
By Frederick Pollock. Frederick. A. Praeger, Inc., New York, 
1957, 276 pages. $5.00. 


The Strategy of Economic Development—Four years as financial 
adviser and economic consultant in Colombia provided the 
practical experience from which the author distilled his 
theory on the growth of underdeveloped countries. This 
fresh approach should prove valuable to persons interested 
in development planning and foreign assistance. By Albert 
O. Hirschman. Yale University Press, New Haven, 1958, 217 
pages. $4.50. 


The Growth of Industrial Economies—A revised and expanded 
version of a book first published in German in 1931 under 
the title Stadien und Typen der Industrialisiering. Its thesis 
is that the growth of manufacturing industry always fol- 
lows a particular pattern in free countries based on the 
relationship between the consumer goods and capital goods 
industries. By W. G. Hoffman. Manchester University Press, 
Great Britain, 1958, (Oceana Publications, Inc., New York), 
183 pages. $6.00. 


Landmarks of Tomorrow—An analysis of our society and predic- 
tions concerning its future development. By Peter F. 
Drucker. Harper & Brothers, New York, 1959, 270 pages. 
$4.50. 


Metalworking Appropriations 


[Continued from page 480] 


disruption which the strike has caused in steel supplies 
has forced many metal fabricators to curtail their out- 
put schedules. This situation raises the possibility that 
the rapid advance in capital approvals during the first 
half of 1959 may taper off somewhat in the third quarter. 
The extent to which the steel strike has taken its toll in 
appropriations must await the findings of the next 
metalworking survey. 
. Morris ConEen 

Martin R. GaInsBpruGH 

Assisted by 

Frep StrEvENSON 

Office of the Chief Economist 
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Selected Business Indicators 


1958 
Series 


Augustp August 


Industrial production 
Total 1947-49=100 S$ 136 
Durables manufacturing 1947-49=100 S 
Nondurables manufacturing 1947-49 =100 S 


Wholesale prices 
All commodities 1947-49 = 100 
Farm products 1947-49 = 100 
Processed foods 1947-49 = 100 
1947-49 = 100 


Consumer prices 
All items 1947-49 = 100 
1947-49 = 100 
1947-49 = 100 
1947-49 = 100 


Prices received and paid by farmers 
Prices received 1910-14= 100 
Prices paid? 1910-14= 100 
Parity ratio? 1910-14= 100 


Employment and unemployment* 
Total labor force Thousand persons 
Civilian labor force Thousand persons 
Civilian employment Thousand persons 
Nonfarm employment Thousand persons 
Unemployment Thousand persons 


Nonfarm employment 
Total Thousand persons S 
Manufacturing® Thousand persons S 
Nonmanufacturing Thousand persons S ’ : 735,880 
Factory production workers in durables Thousand persons S$ r 7,239 
Factory production workers in nondurables Thousand persons S SYS) 


Average work week 
All manufacturing 
Durables manufacturing 
Nondurables manufacturing 


Average hourly earnings 
All manufacturing Dollars 
Durables manufacturing Dollars 
Nondurables manufacturing Dollars 


Average weekly earnings 
All manufacturing Dollars ; : ; 84.35 
Durables manufacturing Dollars : : : 91.14 
Nondurables manufacturing Dollars . ’ : 76.04 


Personal income 
Billion dollars S A ; : : 362.4 
Billion dollars S A s : 250.6 
Billion dollars S A w G ; 119.0 
Billion dollars S A ; : ¥ Zine 


Instalment credit 
Extensions Million dollars S a. 3,328b 
Repayments Million dollars S$ a. 3,3656 
Instalment credit outstanding® Million dollars a, 36,449 33,0746 


New construction 
Total Million dollars S A 755,500 48,504 
Total private Million dollars S A 738,964 33,468 
Private nonfarm residential Million dollars S A 722,584 723,064 18,000 


Business sales and inventories 
Total inventories® Million dollars S a. 789,300 85,9006 
Total sales Million dollars S a. 54,0006 
Inventory-sales ratio * 


Retail trade: Durable goods stores 
Inventories® Million dollars S 
Million dollars S 


Retail trade: Nondurable goods stores 
Inventories® Million dollars S 
Million dollars S 


Durables mfg.: Sales and inventories 
Inventories® Million dollars S a. 730,227 
Million dollars fo} ai V15,771 


Nondurables mfg.: Sales and inventories 
Inventories® Million dollars S a. 721,911 21,4666 
Million dollars S be 715,477 14,0285 
. * Foe AZ 1.536 
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Selected Business Indicators (Continued) 


Chartbook 


Pages® Series 


Merchandise exports and imports 
Exports? 
23 Imports 
Export surplus? 


Federal budget receipts and expenditures 
Defense expenditures 
For quarterly data see below 


Money supply and turnover 
Money supply® 1° 
Demand deposits adjusted and currency® 
Deposit turnover: New York City 
Deposit turnover: 337 other centers 


Bank loans, investments and reserves 
Loans" 


Diffusion index 
Diffusion index 
Diffusion index, cumulative 
Industrial production 


Eight sensitive business indicators 
Residential building contract awards 


Commercial, industrial building contract awards.... 


New orders, durables 
Average work week 
Raw materials prices 
Stock prices, industrials 
New incorporations 
Business failures 


Series 


Gross national produc? 
Total 
Change in business inventories 
Final demand® 


Components of gross national product 
Personal consumption expenditures 
Gross private domestic investment 
Net exports of goods and services 
Government purchases of goods and services 


Disposition of personal income 
Personal income 
Disposable personal income 
Personal consumption expenditures 
Personal saving 


Corporate profits!* 
Net before taxes 
Tax liability 
Net profits 
Dividend payments 
Retained earnings 


Business expenditures for plant and equipment 
Total 
Manufacturing 
Nonmanufacturing 


Federal budget receipts and expenditures 
Receipts 
Expenditures 
Surplus or deficit 
For monthly data see above 


Sources: Federal Reserve; Department of Commerce; Bureau of Labor Statistics; 
Department of Agriculture; Bureau of the Census; Securities and Exchange Com- 
mission; Treasury Department; F. W. Dodge Corporation; Standard & Poor’s Cor- 
poration; Dun & Bradstreet; National Bureau of Economic Research; THe Con- 
FERENCE Boarp. 

1 Excluding farm and food. ? Including interest, taxes, and farm wage rates. ® Prices 
received divided by prices paid. 4 Series redefined in 1953, and in 1957. 5 Includes non- 
production workers. § Excludes personal contributions to social security included in 
components. 7 Includes wages and salaries and “other labor income.” § End of period. 
9 Includes grant-aid prpevents 10 Privately held; includes demand and time deposits 
adjusted to exclude U. S. Government and interbank deposits, and currency outside 
banks. ™ All member banks; Wednesday nearest end of period. 12 Commercial, in- 
dustrial and farm loans of weekly reporting member banks; Wednesday nearest end 


Million dollars 
Million dollars 
Million dollars 
Million dollars 


Thous. sq. ft. fl. sp. S 
Thous. sq. ft. fl. sp. S 
Million dollars S 
Hours S 

1947-49 = 100 
1941-43 = 10 

Number S$ 

Number S 


Billion dollars S 
Billion dollars S 
Billion dollars S 


Billion dollars S 
Billion dollars S 
Billion dollars S 


A 
A 
A 
Billion dollars S A : 303. 
A 
A 
A 


Billion dollars S 
Billion dollars S 
Billion dollars S 
Billion dollars S 


Billion dollars S A 
Billion dollars S A 
Billion dollars S A 
Billion dollars S A 
Billion dollars S A 


Billion dollars S A 
Billion dollars S A ry 11.80a 
Billion dollars S A 


Million dollars 
Million dollars 
Million dollars 


Million dollars 
Million dollars 
Million dollars 


Million dollars 


Billion dollars 
Billion dollars S 
TIiSvA 


TSA 


790,697 
765,861 
729,492 
7 —632 


TAS 33 


Tt S 
Ss Fo Gil, 


tT 79. 
1947-49 = 100 S 153 


130,170 
38,849 
15,589 

ry 40.6 

86.7 
64.08 
17,306 
1,126 


142,400 
33,349 
716,133 
40.7 
87.9 
61.26 
15,686 
1,190 


117,437 
38,286 
12,5126 

39.6 
86.9 
50.78 
13,503 
1,138 


II I IV II 
Quarter Quarter Quarter Quarter 


470. 457. 
0 


456. 


aS) 


6 
464. 


299. 
61. 
0. 
96. 


69. 
=O); 
97. 


H» © 00 0 


A : 371. 366. 
A : 327. 322. 
A 299. 
A 


23°. 


303. 


iO i 00 


44, 
Zi, 
aoe 
12. 
10. 


SHOAN 


29.97 
10.58 


ry 32.51a 
vy 20.71¢ 


19,725 
21,223 
— 1,498 


19,530 
19,568 
—38 


of period; revised beginning July 1959 to reflect changes in coverage and format; not 
comparable with earlier data. 1% Gross national product less change in business in- 
ventories. 14 All data are before inventory valuation adjustment. S-seasonally ad- 
justed. A-annual rate. a—For the III Quarter of 1959, anticipated outlays are: Total, 
34.29; Manufacturing, 12.81; and Nonmanufacturing, 21.48. For the IV Quarter, 
anticipated outlays are: Total, 35.34; Manufacturing, 13.72; and Nonmanufacturing, 
21.62. b—July, 1958 for monthly data; I Quarter 1958 for quarterly data. p—preliminary. 
r-revised. * End-of-month inventory, divided by sales during the month. + Debits 
divided by deposits. ++ Diffusion index stated as the average duration in months of 
expansion or contraction. n.a.—Not available. “ Chartbook of Currenl Business Trends 
(Sixth Edition), Taz Conrerence Boarp, 1959. Copies available to Board Asso- 
ciates on request. 
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Announcements of 


Mergers and Acquisitions 
[Continued from page 468] 


June 11, 1959 


Acquirer 


Descripiton and Assets in Millions 


dvance Aluminum Castings Corp. 
($696.9) 
Cast aluminum cooking utensils and 
- custom castings mfr. 
dvance Industries, Inc. ($5.5) 
Sonic, electrical and electronic equip- 
ment mfr. 


irwork Corp. ($4.6) 
Aircraft engines, instruments and ac- 
cessories overhauler 

is-Chalmers Mfg. Co. ($468.6) 
Power, industrial, agricultural and 
earthmoving machinery and equip- 
ment mfr. 

co, Inc. ($15.7) 
Aluminum doors,windowsand screens, 
sheet aluminum products and vinyl 
extruded shapes mfr. 

erican Bosch Arma Corp. ($64.4) 
Internal combustion engine fuel in- 
jection systems, automotive electrical 
equipment, electronic and electro- 
mechanical devices mfr. 
merican M.A.R.C. Inc., ($2.4) 

Diesel engines mfr. 
American Pipe & Construction Co. 
($30 


Boilers, tanks and concrete and steel 
pipe lines mfr. 
Associated Oil & Gas Co. ($7.0) 
| Oil and gas property developer and 
| operator 
eke 
Beery Controls, Inc. ($3.0) 
Vibration and shock control equip- 
ment mfr. 


Baugh & Sons Co. (over $1.0)* 
Fertilizers, glues and greases mfr. 


Bausch & Lomb Optical Co. ($50.8) 
Optical and scientific instruments and 
_ ophthalmic products mfr. 
Blanchard Press, Inc. (over $.5)* 
Publication printer and binder 
Bobbs-Merrill Co. ($2.4) 
Book publishers 


Borden Co. ($348.8) 
Dairy, food and chemical products 
producer 

Brown Shoe Co., Inc. ($106.9) 
aa 8, women’s, and children’s shoes 
mfr 


Brunswick- Balke-Collender Co. ($212.9) 


Bowling, billiards and educational 
Eoepment and aircraft components 
Ti 


Burlington Industries, Inc. ($493.6) 
Textiles mfr. 


Burry Biscuit Corp. ($5.6) 
Biscuits and wafers mfr. 

California Canners & Growers (n.a.) 
Foods processor 

California Eastern Aviation, Inc.($32.5) 
Electronic and electro-mechanical in- 
struments mfr.; aircraft agency and 
brokerage business operator 


OCTOBER, 1959 


—July 10, 19592 


_ , Acquired Unit 
Description and Assets in Millions 


Ross Mfg. Co. (n.a.) 


Keystone Ridgeway (n.a.) 
Floor tile mfr, 


Ridgeway Tile (n.a.) 
Floor tile mfr, 


Keystone Ceramic Corp. (over 
Floor tile mfr. 


General Aircraft Supply Corp. (n.a.) 


$.1)* 


Lakefield Mfg. Co. (n.a.) 
Construction machinery components 
fabricator 


Storm Windows of Aluminum, Ince. 
(over $.5)* 
Aluminum windows and doors mfr. 


Ensign Carburetor Co. (over $.1)* 
Carburetor mfr, 


Creger Marine Co. (n.a.) 
Boat mfr. 

Nukem Products Corp. (over $.3)* 
Acid proof and insulating cements 
and storage tanks mfr 


Timberland Exploration Co. (n.a.) 
Producing and nonproducing oil and 
gas leases owner 

South-Tex Corp. (n.a.) 

Gas processing and recycling plant 
operator 

West Point Mfg. Co. (n.a.)} 

Tooling accessories mfr. 


Dixon Chemical Industries, Inc. 
(Certain assets of I. P. Thomas div. 
of) (n.a.) 

(Affiliate of Dixon Chemical & Re- 
search, Inc.) 
Fertilizer mfr. 

Herron Optical Co. (over $.1)* 

Missile and rocket precision com- 
ponents mfr. 


Steinberg Press, Inc. (n.a.) 


Public School Publishing Co. (n.a.) 
Textbook publishers 

C. A. Gregory Co. (n.a.) 
Textbook publishers 

F. H. Snow Canning Co. (over $.3)* 
Clams processor 


Perth Shoe Co. Ltd. (Canadian) (n.a.) 
(65% Interest in) 


A. §. Aloe Co. ($17.7) 
Hospital, medical, and scientific equip- 
ment mfr, 


Adler Co, (over $1.0)* 
Hosiery mfr 

Charm Tred Mills (n.a.) 
Tufted rugs mfr. 

Euphrates Bakery (n.a.) 
Bread wafers mfr. 


Thornton Canning Co. (n.a.) 


Lund Aviation, Inc. (n.a.) 
Aircraft, major components, and radio 
equipment supplier 


Eas Acquirer 
Description and Assets in Millions 


Celanese Corp. of America ($340.1) 
Synthetic fiber and chemicals mfr. 


Cenco Instruments Corp. ($7.7) 
Scientific instruments mfr. 


Cohen, Dowd & Aleshire, Inc. 
(Formed by merger of) 
Advertising agency 


Colgate-Palmolive Co. ($334.5) 
Soaps, Gereconts and toilet prepara- 
tions 

Columbia ay Swe Corp. ($77.8) 
Motion picture producer and dis- 
tributor 


C. G. Conn Ltd. ($9.8) 
Band instruments mfr. 
Consolidated Dry Goods Co. ($7.2) 
NS a by Forbes & Wallace, 
ne. 
Department stores operator 
Consolidated Foods Corp. ($103.0) 
Food processor and wholesale grocer 


Cross Co. ($10.5) 
Automation machinery mfr. 
Delmar Shoe Co. 
(Sub. of International Shoe Co.) 
($170.4) 
Footwear mfr. 


Dyson Corp. (n.a.) 


Electric Steel Foundry Co. (over $1.0)* 
Steel castings and fittings, and con- 
struction equipment, etc., mfr. 

Electro Instruments, Inc. ($2.5) 
Digital measuring instruments, 
graphic recorders, and precision am- 
plifiers mfr. 

Electronic Communications, Inc.($13.0) 
Electronic communication, detection, 
and navigation equipment mfr, 

ElectroVision (n.a.) 

Theater chain operator 


Elmvale Worsted Co. (over $.3)* 
Woolen goods mfr, 


Esso Standard Oil Co. 
(Sub. of Standard Oil Co. (New 
Jersey) ] ($9,478.7) 
Oil refinery operator and oil products 
distributor 


eee 


eee Tool & Machine Co., Inc. (over 


Repeiae and couing machinery and 
equipment 

Evans Products ce ($37.4) 
Freight car loading devices, plywood, 
heating and ventilating equipment, 
metal stampings, etc., mfr. 


Fletcher Richards, Calkins & Holden, 
Inc. (n.a.) 
Advertising agency 
Foremost Dairies, Inc. ($147.3) 
Dairy products mfr. and distributor 


Frantz Electric Industries, Inc. (n.a.) 
(Affiliate of C. G. Frantz & Sons) 


Friden, Inc. ($40.6) 
Office machinery mfr, 


General Dynamics Corp. ($651.2) 
Aircraft, submarines, electronic equip- 
ment, liquid and compressed gas 
products, etc., mfr. 


General Film Laboratories | 
(Sub. of Pacific Industries, 
($8.8) 

Rice processor, ship repairing and 
conversion and home heating equip- 
ment and leather goods mfr.; motion 
pictures and television film processor 


Inc.) 
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_ , Acquired Unit 
Description and Assets in Millions 


Oerlikon Corp. 
(High energy fuels and propsicn 
yore facilities (Asheville, N. C.) of) 


a.) 
Soiltest, Inc. (over $.1)* 
Soil, concrete eer asphalt testing 
instruments 
Cohen & Aten ‘Ino. (n.a.) 
Advertising agency 


Dowd, Redfield & Johnstone, Ine.(n.a.) 
Advertising agency 

Sterno Corp. (over $.5)* 
Canned heat, stoves, and food warm- 
ers mfr. 

cone Pictures of Canada, Ltd. 

n.a 

(Increased ownership to 100% by 
Eee of 50% of outstanding stock 
o: 


New Berlin Instrument Co. (n.a.) 


McAuslin & Wakelin Co., Inc. (n.a.) 


Merckens Chocolate Co., Ince. 
$1.0)* 
Chocolate coatings and related prod- 
ucts mfr. 
Stephen F. Malaker Associates (n.a.) 
Radiation and nuclear research 
David Kay Shoe Co. (n.a.) 
Men’s, women’s and children’s shoe 
departments operator 


(over 


Esterline-Angus Co., Inc. (over $.3)* 
Graphic recording instruments mfr. 

Pacific Alloy Engineering Corp. (n.a.) 
(Sub. of Pelton Casting Co.) 


Transformer Engineers, Inc. (over $.3)* 
Transformers, filters and magnetic 
components mfr, 


Advanced Technology Corp. (n.a.) 
Ballistic missile and space technology 
research 

Robert L. Lippert Theatres 
(5 drive-in theatres (Fresno, Calif.) 
of) (n.a.) 

Woonsocket Laurens Corp. 

(Textile division of) (n.a.) 

General Automatic Corp. (n.a.) 

Heating oil distributor 


Smedley & Mehl (n.a.) 
Heating oil distributor 

Automatic Methods Corp. 
(Auto-Tap Div. of) (n.a.) 
Precision tapping attachments and 
accessories mfr, 

E, E. Bach Millwork Co. (n.a.) 
Mill-working plant operator 


Bryan Houston, Ine. (n.a.) 
Advertising agency 


Emmadine Farms, Inc. (n.a.) 
Dairy farm 


Automatic Music, Inc. 
(Portable Clothes Washer Div. of) 


(n.a. 
(Sub. of Automatic Canteen Co. of 
America) 
Commington Corp. (n.a.) 
Mail equipment mfr. 
a ead Postal Supply Co. (over 


Mail equipment mfr. 

Hench Associated Gas Enterprises 
(Industrial and medical gas business 
of) (n.a.) 

Industrial and medical gases pro- 
ducer and welding equipment mfr, 

Video Views (n.a.) 

Producer of filmed kinescopes 
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Announcements of Mergers 


Acquirer 
Description and Assets in Millions 


John Gillen Co. 
(Sub. of Standard Railway Equip- 
ment Mfg. Co.) ($16.5) 
Railroad freight car equipment, alu- 
minum and fiber glass boats and 


machinery fastening devices, etc., 
mfr, 
Halliburton Oil Well Cementing Co. 


($150.9) 
Oil and gas wells drilling and oil and 
gas production specialized servicer 
Haveg Industries, Inc. ($5.0) 
Molded plastic materials mfr. 
Hewlett-Packard Co. ($15.8) 
Electronic measuring instruments 
mnfr, 
Holly Stores, Inc. ($3.1) 
Women’s and misses’ apparel store 
chain operator 
Howe Sound Co. ($62.8) 
Non-ferrous metals producer 


Intervale Steel Corp. (n.a.) 
Steel processor 

Jetronic Industries, Inc. ($1.4) 
Electronic equipment mfr. 


Jobs Unlimited (n.a.) 
Employment agency 

Kastor, Hilton, Chesley, 
Atherton Ine. (n.a.) 
Advertising agency 

Kayser-Roth Corp. ($32.5) 
Clothing mfr. 


Clifford & 


D. S. Kennedy & Co. ($3.0) 
Microwave antennas mfr, 


W. W. Kimball Co. (over $1.0)* 
Pianos and organs mfr. 


Koehring Co. ($41.7) i 
Heavy construction equipment and 
industrial machinery mfr. 

Krim-Ko Corp. (over $.5)* 
Ice cream flavor ingredients mfr. 


Lanolin Plus, Inc, ($4.9) 
Cosmetics mfr. 


V. La Rosa & Sons, Inc, (over $1.0)* 
Macaroni products and noodles mfr. 

M. Lowenstein & Sons, Inc. ($169.4) 
Cotton textiles mfr. 


Lucky Stores, Inc. ($27.4) 
Super markets chain operator (Calif.) 


Maloney-Crawford Tank & Mfg. Co. 
(over $1.0)* 


P. R. Mallory & Co., Inc. ($55.4) 
Electrical, electronic and metallur- 
gical products mfr. 

Mayfair Markets ($30.0) 

(Controlled by Arden Farms Co.) 
Super markets chain operator 


Miller Brothers Hat Co., Inc. (n.a.) 


Motor Products Corp. ($13.1) 
Parking meters, electric pumps and 
water systems mfr. 

National Gypsum Co. ($191.9) 
Building materials mfr. 


National Theatres, Inc. ($55.2) 
Movie theatre chain operator 


Nevada Minerals & Oil Corp. (n.a.) 


Newmark, Posner & Mitchell Agency 
Formed by merger of) 
dvertising agency 


Norton Co. ($132.3) 
Abrasive products mfr. 


Acquired Unit 
Description and Assets in Millions 


Taylor Pivot Co. (n.a.) 
Electrical instrument parts mfr. 


Otis Engineering Corp. (n.a.) 
Oil tools and equipment mfr. 


General Electric Co. 
(Plastics department assets of) (n.a.) 


Dymec, Ine. (n.a.) 
Instrumentation systems, radar simu- 
lators and digital devices mfr. 

National Dixie Shops, Inc. (.a.) 
Ladies’ and children’s apparel store 
chain operator 

Crucible Steel Casting Co. (n.a.) 
(Sub. of Consolidated Foundries & 
Mfg. Corp.) 
Carbon and low-alloy steel castings 
mfr, 

Barry Universal Corp. (n.a.) 
Cold rolled strip steel mfr. 

Delta Coil Co. (n.a.) 
Radio frequency coils, coil assem 
blies, and transformers mfr. 

Walter Lowen Placement Agency (n.a.) 
Employment agency 


Herschel Z. Deutsch & Co., Inc. (n.a.) 
Advertising agency 


Phoenix Hosiery Co. ($6.2) 
(94.5% of the outstanding common 
stock of) 
Men’s and women’s hosiery mfr. 
Anchor Metals, Inc. (n.a.) 
Electrical transmission towers and 
switchyard structures mir. 
Jasper Corp. (n.a.) 
Radio, television, and phonograph 
cabinets mfr. 
Shawnee Mfg. Co. (n.a.) 
(Sub. of Stearns Mfg. Co., Inc.) 
Tractor attachments mfr. 
General Foods Corp. 
(Bireley’s Beverages Div. of) (n.a.) 
Soft drink mfr. 
Dr. Hostetter Drug Co. (n:a.) 
Tonic, hand and face lotion and 
aromatic bitters mfr. 
A. Russo & Co. (over $.3)* 
Macaroni mfr. 
Chiquoia Mfg. Co, (over $.5)* 
Textiles mfr, 
Sierra Foodland Supermarkets 


(2 Fresno, Calif. supermarkets of) 
(n.a.) 


Butler Mfg. Co. 
(Union Tank Div. of) (n.a.) 


Western Alloy Products Co. (n.a.) 
Tungsten carbide tool parts mfr. 


John Scowcroft & Sons Co. (n.a.) 
Retail food store operator and whole- 
sale grocer 

Adam Consolidated Industries, Inc. 
(Adam Hat Div. of) (n.a.) 

Bond Steel & Storage Co. (n.a.) 
Specialized industrial warehousing 
service operator 

Murray Tile Co., Inc. (over $.3)* 
Building tiles mfr. 

Williamsport ‘“‘TV’’ Cable Corp. (n.a.) 
Community antenna system operator 

Tonapah Belmont Mine (n.a.) 

Silver, gold and selenium mines 

Michael Newmark Agency (n.a.) 
Advertising agency 


S. Posner & Co. Agency (n.a.) 
Advertising agency 

Gould & Eberhardt, Inc. (n.a.) 
Sra pers and gear hobbing machinery 
mfr, 


Acquirer — at 
Description and Assets in Millions 


Norwalk Tank Co., Inc. (over $.5)* 
Storage and pressure tanks mfr. 


No-Sag Spring Co. ($4.2) : 
Furniture springs and accessories mfr. 


Ocoma Foods Co. 
(Sub. of Consolidated Foods Corp.) 
($103.0) ; 
Fresh and frozen food products dis- 
tributor and mfr. 


Pantex Mfg. Corp. ($7.0) 
Laundry and dry cleaning equipment, 
precision hydraulic products and elec- 
trical boilers mfr. 


Patent Press, Inc. (n.a.) é 
Weeklies and semiweeklies publisher 
Ay Pichester and Putnam Counties, 


Pennsylvania Glass Sand Corp. ($23.0) 
Miner and processor of silica and 
silica sand for industrial use 

Pepsi-Cola Bottling Co. of Los Angeles 
(Sub. of Pepsi-Cola United Bottlers, 
Inc.) ($19.2) ; 

Soft drinks bottler and distributor 


Petrolane Gas Service, Inc. ($11.0) 
Liquefied petroleum gas distributor 

Plough Inc. ($18.2) 
Proprietary medicines, 
etc., mfr. 


cosmetics, 


Potlatch Forests, Inc. ($122.5) 
Lumber, pulp and paper producer 
and fabricator 

Raytheon Co. ($138.3) 

Electronic and communications equip- 
ment mfr. 


Red Dot Foods, Inc, (n.a.) 
Potato chip mfr. 


Rockwell-Standard Corp. ($138.0) 
Automotive metal products mfr. 


Royal American Corp. ($8.38) 
(Sub. of Graham-Paige Corp.) 
Oil and gas producer, pipeline con- 
gyaction and maintenance equipment 
i. 


St. Joe Paper Co. (n.a.) 
Kraft liner board and pulp, corru- 
gated sheets and containers mfr. 
Seabrook Farms Co. ($16.1) 
Quick-frozen fruits and vegetables 
processor 


Seeburg Corp. ($10.7) 
Coin-operated phonographs, missile 
components, telemetering equipment, 
transmitters, etc., mfr. 

Sharon Steel Corp. ($105.3) 
Steel mfr, 


Shartenberg’s-New Haven, Inc. (n.a.) 
Department store operator 


Skil Corp. ($12.7) 
Portable tools mfr. 


Sperry Rand Corp. ($743.2) 
Instruments and controls for defense 
and aviation, tabulating and business 
machines and equipment, and hy- 
draulic devices mfr. 

A. E. Staley Mfg. Co. ($86.8) 

Corn and soybean products mfr, 

Suburban Appliance Co. 

(Sub. of Suburban’ Propane Co.) 
($54.6) 

Liquefied petroleum gas and appli- 
ances distributor 

Sunshine Biscuits, Inc. ($79.9) 
Biscuits, crackers, potato chips and 
other snack foods mfr, 


and Acquisitions (Continued) 


t Acquired Unit aT i 
Description and Assets in Millions 


C..S. Mersick Co. (n.a.) a 
Plumbing, hardware and electrical 
supplies distributor 

Sterling Wire Products Co. (n.a.) j 
Barbed wire and cut and formed wire 
products mfr. 

Marionville Refrigerating Co. (n.a.) 
Frozen food warehouse operator 


Butler Mfg. Co. : 
(Drycleaning equipment div. of) (n.a.) 


Scarsdale Inquirer (n.a.) 
Community weekly newspaper 


Floridin Co. (over $1.0)* 
Miner and processor of fullers earth 


General Foods Corp. : 
(Physical assets and franchise of 
Bireley’s Beverages in Riverside and 
San Bernadino Counties, Cal.) (n.a.) 
Soft drink mfr. 

Wyoming Gas Service (n.a.) 
Distributor LP gas - 

Paas Dye Co. (over $.1)* 

Easter egg dyes mfr. 


Harry C. Smith Co. (n.a.) 
Liquid shellacs mfr. 


Uy & Saline River Railroad Co, 

n.d. 

Railroad operator 

Sorensen & Co., Inc. (over $1.0)* 
Power supply equipment mfr. 


Anchorage Potato Chip Co. (n.a.) 


Air-Maze Corp. (over $1.0)* 
Filters mfr. 

A. E. & R. F. Raidle, Inc. (n.a.) 
Florida real estate owner 


Continental Can Co., Inc. 
a. corrugated box mfg. plants of) 
n.a. 


Minute Maid Corp. 
(Frozen pea processing plant of) 
(n.a.) 

Bert Mills Corp. (over $.5)* 
Coffee vending machines mfr. 


Pittsburg & Shawmut Railroad Co. 
(Coal producing properties (Kittan- 
ning, Pa.) of) (n.a.) 

Howard & Barber, Inc. (n.a.) 

(Control of) a 
pea gras store (Derby, Connecti- 
cut 

Nordon Die Casting Co. (over $.1)* 
Aluminum and zinc castings mfr. 

Farmway Co. (n.a.) 

Silo unloaders and barn cleaners mfr 


UBS Chemical Corp. ($2.5) 
Polymer emulsions mfr. 
Cribben & Sexton Co. 
(Constant Comfort gas space heater 


business of) (n.a.) 
(Sub. of Waste King Corp.) 


Old Vienna Products Co. (n.a.) 
Potato chips and related food prod- 
ucts mfr. 


1See The Conference Board Business Record, November, 1957, and May, 1959 
for sources and methods used in this compilation and an analysis and summary 
of recorded 1958 mergers and acquisitions 


* Estimated minimum capital from ‘Thomas’ Register of American Manu 


[To be concluded] 


facturers, 1959”’ 


BUSINESS RECORE 


In the October Management Record 


Organization Nomenclature—Far from Standard—As any student of management knows, the title of vice- 
president in Company A may carry far greater responsibility and authority than the vice-president title 
in Company B. And just as position titles vary from company to company, so, too, do the designations of 
organizational components. To avoid confusion, some companies have standardized organization nomen- 
clature; but many others feel that such standardization tends to act as a strait jacket. 


Weighting Patterns and Price Indexes—Possibly the most important function of a price index today is its 
place in the escalator clauses of wage contracts. But does the meticulous assignment of weights make the 
Bureau of Labor Statistics index a finer tool than necessary for this principal application? To answer this 
question, four indexes were constructed—all essentially simpler in their weighting patterns than the cur- 
rent index. This technical article reports on price movements as measured by these four indexes from 1947 
to 1958, and compares the indexes with BLS. Escalated wages are also computed using each of the four 
indexes. 


Top Management Compensation Trends in Manufacturing—Between 1940 and 1957 the median compensation 
of each of the three highest-paid executives in manufacturing companies more than doubled, with the 
third-highest-paid receiving the largest increase — 133%. This article analyzes industry trends over the 
seventeen-year period. 


The Use of a Morale Index—One of the problems of doing anything about the results of an attitude survey 
may be the mass of information that management is faced with. What does it all mean anyway? How can 
one find the forest for the trees? In analyzing the results of its initial attitude survey in 1953, Nationwide 
Insurance discovered that certain key items seemed to yield an over-all company morale index, along with 
thirteen specific areas or factors that affect employee morale. This index has made it possible to pick up 
trends or changes in morale in later surveys. And management, in turn, is provided with a guide as to what 
may need to be done to keep morale high. 


Getting Across the Value of Employee Benefits—As a rule, employers regard what they spend on their benefit 
programs as an investment. They hope the plans will serve to attract and hold good employees and mo- 
tivate them to greater effectiveness. But how well do employees understand and appreciate the value of the 
benefits provided? Is management missing the boat by not publicizing the facts? This article presents 
selected samples of written devices that have been used to impress on employees the hidden cost of the 
fringe package and the monetary value of the benefits. 


Courses and Course Leaders 


¢ Measuring Productivity 


nd series of courses: JOHN W. KENDRICK, George Washington University 
arbizon-Plaza Hotel 

York City ° Forecasting the Business Cycle 

ber 7-8-9, 1959 JAMES W. KNOWLES, Joint Economic Committee, U.S. Congress 
es run concurrently .. . tuition i 

. .address inquiries and enrol- ¢ Significant Trends in the National Economy 
requests to Conference Director, MARTIN R. GAINSBRUGH, Chief Economist, 

onference Board, 480 Park Avenue, National Industrial Conference Board 


York 22, New York 
* Doing Business in Europe 


EMILE BENOIT, Columbia University 


¢ Economics of Pricing 


conomics for Executives JULES BACKMAN, New York University 


* American Consumer in the 1960's 
ROBERT FERBER, University of Illinois 
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